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GRANITE LOAN FUND, L.L.C., an Arizona
limited liability company,

Respondents.

In the matter of: ) DOCKET NO. S-20772A-10-0489

)
ARTHUR BRENT PAYNE and CAROLYN L. ) SECURITIES DIVISION’S
PAYNE, husband and wife, ) RESPONSE TO RESPONDENTS’

) MOTION FOR ORDER DIRECTING
MICHAEL RICHARD OLSON, and JANE DOE ) THE EXECUTIVE SECRETARY TO
OLSON, husband and wife, ) ISSUE A SUBPOENA FOR THE

) DEPOSITION TESTIMONY OF
STEEPLE ROCK FUNDING, L.L.C., an Arizona) INVESTIGATOR CLYDE J.
limited liability company, ) HANSELMAN

)

)

)

)

)

)

The Securities Division (“Division”) of the Arizona Corporation Commission responds to
Respondents’ March 4, 2011, “Motion For Order Directing The Executive Secretary To Issue A
Subpoena For The Deposition Testimony Of Investigator Clyde J. Hanselman (“Motion”), and
requests that it be denied for the factual and legal reasons set forth below.

A. Introduction to Respondents’ Extensive Securities Offering

This case arises from the fact that on December 10, 2010, Respondents Arthur Brent Payne
(“Payne”), Michael Richard Olson, Steeple Rock Funding, L.L.C. (“SRF”) and the Granite Loan
Fund, L.L.C. (“GLF”) were engaged in a wide ranging general solicitation and advertising
campaign to persuade investors to purchase two types of unregistered, investment contracts
securities in violation of the Arizona Securities Act (“Act”) including: (a) limited liability company

membership interests in GLF (the “GLF Investment(s)”); and (b) investments in similar
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“Customized” limited liability companies formed and managed by Payne and Olson on behalf of
investors (the “Customized Investment(s)”). (See, e.g., December 10, 2010, “Temporary Order
To Cease And Desist And Notice for Opportunity For Hearing, at §916-25, 30-32 (the
“TC&D”)).!

Prior to the filing of the TC&D on December 10, 2010, Respondents were offering: (a) 400
GLF Investments at a cost of $25,000 each, for a total GLF Investment offering of $10,000,000;
and, (b) an unlimited number of the Customized Investments at a cost of $1,000,000 each.
Respondents offered both the GLF and Customized Investments to offerees at the same time.
(TC&D, at 934-35).

Respondents promised offerees that they would use investment funds to make real estate
loans to borrowers so that they could purchase foreclosed or distressed real estate (the “Loans™).
(TC&D, at §99-11, 16-17). The Loans would have charged borrowers, who apparently could not
qualify for traditional bank financing, interest at the rate of up to eighteen percent per annum.

(TC&D, at 914). As noted on Respondents’ website at www.steeplerockfunding.com (the

“Website”), Respondents represent to offerees that, “[t]he successful operation of our business is
dependent upon funding provided by investors whose funds support the loans we make.”
(emphasis added).

Respondents publically advertised the investments, in part, via the “Granite Loan Fund”
page on their Website (the “GLF Page”). (See, Copy of )the GLF Page provided to the Division
by Respondents attached to this Response as Exhibit “A,” at ACC000302). Respondents
apparently de-published the GLF Page after receipt of the TC&D.

As noted on Respondents’ GLF Page, Respondents represented to the general public that the
Investments were safe, secure and would provide investors with “exceptional,” annual returns of

approximately eight to eleven percent. (See, TC&D, at §19-20). As also noted on Respondents’

' To date, Respondents have not filed an answer to the TC&D. An evidentiary hearing date has not yet
been set. Once discovery is complete, the Division will evaluate whether the filing of an amended TC&D to
conform to the facts is warranted.
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GLF Page, Respondents further represented to potential investors that Respondents’ loan borrowers
had “[1]Jow historic default rates,” despite the fact that Respondents have apparently not issued any
loans funded in whole, or in part, with Investment investor money.2

Respondents also engaged in the mass mailing and/or delivery of well over a hundred
Investment solicitation letters and emails to a large number of: (a) persons and entities that were
determined by Respondents to be licensed investment advisers, for instance, after conducting

Internet web searches;’

(b) lawyers and certified public accountants; and (c) previous
acquaintances, friends and/or family. Respondents also provided face-to-face sales presentations to
promote the Investments on at least three occasions that were attended by some persons with whom
Payne and Olson had no pre-existing relationship. (See, e.g., February 11, 2011, letter from Paul
Roshka to Mike Dailey generically identifying many investment offers, seminars, etc.,
attached as Exhibit “B;” also, Copy of detailed form letter provided to the Division by
Respondents’ former counsel with which they also provided offerees with their investment
executive summary, and six sided brochure is attached as Exhibit “C;” Copy of letter
provided to the Division by Respondents’ former counsel, that was mailed by respondents to

offerees with which they also forwarded their Private Offering Summary and related

documents is attached as Exhibit “D”).*

Respondents apparently did not sell any Investments. (Motion, p.4:12-13). Also, a search of the

Maricopa County Recorder’s Website fails to reveal any deeds of trust relating to any loans underwritten,
originated or issued by either the SRF or GLF.
3 In this case, Respondents’ improperly engaged in a general solicitation to find investor “finders” to assist
Respondents in effecting transactions in securities. See e.g., Pennsylvania Securities Commission, SEC No-
Action Letter (Jan. 16, 1990). For instance, a cold mass mailing of a brochure summarizing a private
placement memorandum for a Rule 505/506 offering which was made to broker-dealers, investment
advisers, accountants and attorneys (addresses obtained from mailing lists) would be a general solicitation,
regardless of whether the recipients were viewed as investors or merely conduits to investors, and despite
the fact that the brochure: (a) was purportedly limited to “background information and reference purposes,”
and (b) claimed to not be a solicitation of an offer to buy any security. Id. Although Respondents were
apparently relying on such finders to tell Respondents whether their clients were suitable, Respondents were
obligated to have some independent basis for making such a determination on their own, beyond the finders’
own certifications regarding the same.

In compliance with A.R.S. § 44-2042, all exhibits attached to this Response were either previously
provided to Respondents’ counsel by the Division, provided by Respondents to many investment offerees in

3
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Respondents often mailed the Investment solicitation letters, including the attached sales
documentation to persons: (a) that Mr. Payne or Mr. Olson had no pre-existing relationship with;
and/or (b) to persons whom neither Mr. Payne nor Mr. Olson had previously spoken. (See, e.g.,
TC&D, at 421-32).

B. Involvement Of Division Investigator Clyde J. Hanselman

As noted in the pending TC&D, an Arizona resident viewed Respondents’ GLF Page and
requested information from Respondents regarding the GLF Investments by completing a form on
the “Contact Us” page of Respondents’ Website. (TC&D, at €21).

This potential Arizona investor is Division Special Investigator Clyde J. Hanselman.

When Mr. Hanselman completed the “Contact Us” page on Respondents’” Website to
request information regarding the GLF Investments, he used the undercover name “CJ Hansel.”
(See, February 25, 2011, letter from Mike Dailey to Paul Roshka, and attachments, at

ACC000001, attached to this Response as Exhibit “E»).°

part via their Website, and/or were provided to the Division by Respondents’ counsel such that they already
had possession of the same.

> To date, Respondents have not claimed that the GLF and Customized Investments are not securities.
Rather, they claim that their securities offering was exempt from the registration requirements of the Act
under A.R.S. § 1844(A)(1) relating to securities “Transactions by an issuer not involving any public
offering” and/or R14-4-139, R14-4-140 and Rule 126(E) and (F). (See, e.g., December 17, 2010, letter from
Respondents’ previous attorney Jerry L. Cochran to Julie Coleman, attached hereto as Exhibit “G”).
Respondents cannot meet their burden of proving strict compliance with these exemptions from registration,
in part, as follows: (1) A.R.S. § 1844(A)(1), and Rules 506 and 505 of Regulation D, and Rules14-4-
126(E),(F), do not apply given Respondents’ wide ranging public advertising regarding the investments, and
general solicitation for investors as set forth, in part, herein; (2) R14-4-139 is inapplicable pursuant to R14-
4-139(C), and because Respondents’ “General Announcement” or the GLF Page does not include the
required language contained in R14-4-139(H)(6)(b),(c) & (d), Respondents distributed sales documents to
persons they could not have “reasonably” believed to have been qualified purchasers contrary to R-14-4-
139(D), and (J)(1),(2) and Respondents did not provide the required fee, the GLF Page or any other
document to the Division as required by R4-14-4-139(N); and (3) R14-4-140 is inapplicable because,
without limitation, Respondents GLF Page, Website and solicitation letters and attachments include
information well beyond that allowed under R-4-14-140(F), because the GLF Page does not include the
information required by R14-4-140(F)(6)(b),(c), Respondents provided Investment sales documents to
persons they could not have “reasonably” believed to have been accredited investors in violation of R14-4-
140(H), and because for instance, Respondents clearly offered at least $10,000,000 worth of the GLF
Securities, or well over the $1M limit imposed by Rule 504 and/or R14-4-140(A)(3) and (B). See e.g., 17
C.F.R. § 230.504(b)(2).

® The form on the Contact Us page of Respondents’ Website used by Mr. Hanselman did not state that
Investment inquiries could only be made by accredited, sophisticated and/or qualified investors.

4
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In response, Mr. Olson sent to Mr. Hanselman, a total stranger whether named Mr.

Hanselman or Mr. Hansel, an email offering to sell Mr. Hanselman the investments that stated:

CJ,

Thanks for your interest in the Granite Loan Fund sponsored by Steeple
Rock Funding, L.L.C. Enclosed is a brief summary outlining our business model
and investment rationale. Please provide your mailing address and I will mail to
you our complete private placement documents for review.

(the “First Solicitation”).” (See, TC&D, €22; also, Exhibit E, at ACC000001)(emphasis added).
Attached to the First Solicitation was a detailed, three-page document titled “Executive
Summary [of Respondents’] Secured Short-Term Residential Trust Deed Investments” (the
“Executive Summary”). (See, TC&D, at §22-23; also, Exhibit E, at ACC000002-4).
Like the GLF Page, the Executive Summary: (a) was intended by Respondents to generate
interest on the part of Mr. Hanselman in purchasing the investments; (b) provided a summary of

Respondents’ Loan and related investment strategies; and (c), included:

7 The phrases “Offer to sell” securities, and “offer for sale” are broadly defined in the Act as, “an attempt or
offer to dispose of, or solicitation of an order or offer to buy, a security...” See, A.R.S. § 44-1801(15).
Also, the Preamble to the Act states that:

The intent and purpose of this Act is for the protection of the public, the preservation of fair and
equitable business practices, the suppression of fraudulent or deceptive practices in the sale or
purchase of securities, and the prosecution of persons engaged in fraudulent or deceptive
practices in the sale or purchase of securities. This Act shall not be given a narrow or restricted
interpretation or construction, but shall be liberally construed as a remedial measure in order not
to defeat the purpose thereof.

Courts uniformly construe the term “offer” within securities cases broadly. See, e.g., Hocking v. Dubois,
885 F.2d 1449, 1457-1458 (9™ Cir. 1989)(citing with approval a U.S. District trial court decision finding
that a newsletter stressing the importance of shareholders’ soliciting others was an “offer to sell” securities,
the Ninth Circuit Court of Appeals noted that, “the term ‘offer’ has a different and far broader meaning in
securities law than in contract law.”); Moses v. Carnahan, 186 S.W.3d 889, 900-904(Mo. App. 2006)(citing
cases and noting that the term “offer” has a different and far broader meaning in securities law than in
contract law, appellate court agreed with the Missouri Commissioner of Securities who found that president
of corporation “offered” securities of corporation to attendees at meeting at car dealership; though president
did not make a valid binding contractual offer and no actual sales resulted, attendees at meeting believed
that the purpose of the meeting was to invest money in corporation, employee described corporation's
product, president made a presentation designed to generate investment interest, and the price and value of
corporation’s convertible notes were discussed).
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A. A one page document titled “Investment Vehicles” describing the benefits of
purchasing both the GLF and $1,000,000 Customized Investments (the
“Prospectus™); and

B. A one page spreadsheet titled SRF “Schedule of Projected Investor Returns”
detailing possible annual investment returns and/or investor profit distributions
ranging from $8,000 to $11,040 per $100,000 of purchased GLF and/or Customized
Investments depending on a variety of Loan factors and investor capital utilizations
(the “Schedule”). (TC&D, at [9[22-23; see also, Exhibit E, at ACC000001-4).

Prior to providing Mr. Hanselman with the First Solicitation, Mr. Olson did rot conduct any

inquiry, or ask Mr. Hanselman (i.e., total stranger), for example: (a) how Mr. Hanselman had heard
about Respondents or their investments; or (b) whether Mr. Hanselman was an “accredited”
investor. At no time did Mr. Hanselman speak to Respondents. Mr. Hanselman clearly had no
substantial, pre-existing relationship with Respondents. At no time did either Mr. Payne or Mr.
Olson request to meet Mr. Hanselman. Respondents’ did not obtain Mr. Hanselman’s contact
information from a database of pre-screened, accredited investors.

Further, the First Solicitation and the attached Executive Summary, Prospectus and

Schedule did not include any restrictions on the ultimate dissemination on the part of Mr.

Hanselman of said offering materials. (See, Exhibit E, at ACC000001-4).
As noted in the TC&D, Mr. Hanselman next provided Mr. Olson with a mailing address as

b1

requested by Mr. Olson to which Mr. Olson could provide Respondents’ “complete private
placement documents” for Mr. Hanselman’s review. (See, TC&D, at §25; also, Exhibit E, at

ACC000005).

® The Website and GLF Page should not be viewed in isolation. Rather, the: (a) Website; (b) GLF Page; (c)
Mr. Olson’s First Solicitation email asking for Mr. Hanselman’s mailing address so that Mr. Olson could
mail Mr. Hanselman Respondents’ “our complete private placement documents for review;” (d) the
attached, detailed “Executive Summary” regarding Respondents’ “Secured Residential Trust Deed
Investment Program;” (e) Prospectus; and (f) and Schedule of projected Investment profits, etc., when
viewed together, clearly constitute an offer of securities, and public advertising and/or a general solicitation
for investors.
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In response, Mr. Olson sent Mr. Hanselman an email after the fact requesting Mr.
Hanselman to confirm that he was an accredited investor, “generally defined as having a net worth
that exceeds $1 MM, exclusive of home, home furnishings and automobiles, or individual income
from all sources in excess of $200,000 in each of the two most recent years.” (emphasis in
original). (See, Exhibit E, at ACC000012)

In response, Mr. Hanselman sent Mr. Olson an email stating that Mr. Hanselman met the
requirements for being an accredited investor. (TC&D, at 426; also, Exhibit E, at ACC000012).

Mr. Olson then immediately mailed a letter signed by Mr. Olson to Mr. Hanselman written
on SRF letterhead that urged Mr. Hanselman to complete the enclosed GLF Investment
“Subscription Agreement” and GLF “Capital Member Signature Page,” and to return said
documents to Respondents for processing (the “Second Solicitation”). (TC&D, at 427; also,
Exhibit E, at ACC000014-99).

The Second Solicitation letter further states:

We thank you in advance for considering an investment in Granite Loan Fund, and
upon completion of the subscription documents and [by providing us with]
investment funds, we look forward to communicating with you regularly when
quarterly distributions from the fund are processed and disbursed.

(See, Exhibit E, at ACC000017) (emphasis added).

The Second Solicitation letter included, without limitation:

A. A detailed, tri-fold, six sided color brochure titled “Granite Loan Fund” that further
describes Respondents’ Loan and related investment strategies, and the benefits of
purchasing the GLF Investments (See, TC&D, at 929(A); also, Exhibit E, at
ACC000018); and

B. A fourteen page GLF Investment “Private Offering Summary” dated November 1,
2010, numbered “Document #11-30”, and related attachments including: (a) two
copies of an eleven page Subscription Agreement for GLF Membership Interests and

Special Limited Power of Attorney; (b) biographies for Mr. Payne and Mr. Olson;

7
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(c) a twenty five page GLF Operating Agreement, and related attachments including
a proposed use of investor funds summary, and copy of the Schedule; (d) a set of
“SUBSCRIPTION INSTRUCTIONS”; and (e) two copies of the GLF Operating
Agreement “Capital Member Signature Page.” (See, TC&D, at €29(B); also,
Exhibit E, at ACC000020-99) (emphasis added).

These additional investment offering materials were received by Mr. Hanselman on or about

December 3, 2010. (TC&D, at €29).
Based, in part, on the foregoing, the Division filed the TC&D soon thereafter on December

10, 2010.

C. Respondents’ Request to Depose Mr. Hanselman, the Division’s Provision_of
All Communications Between Mr. Hanselman and Respondents & Respondents
Unreasonably Overbroad and Unnecessary Request for Documents and
Information.

As noted in their Motion, Respondents’ second set of attorneys requested undersigned
counsel to make Mr. Hanselman available for a discovery deposition.

In response, the Division voluntarily provided Respondents with redacted copies of all
communications in the possession of the Division that were exchanged between Mr. Hanselman
and Respondents (the “Written Communications™). (See, Exhibit E, at February 8, 2011, letter
from Division Legal Assistant Veronica Sandoval to Paul Roschka, forwarding the Written
Communications, at ACC000001-99).

Because Mr. Hanselman did not meet with or speak to Respondents, the allegations of the
TC&D concerning all communications exchanged between Mr. Hanselman and Respondents are
limited to, and do not go beyond the facts set forth in the Written Communications.

The Division next requested Respondents’ counsel via email dated February 24, 2011, to
elaborate on the scope and nature of the types of questions that Respondents desired to ask Mr.

Hanselman. (See, Motion, at Exhibit 4). In response, Respondents counsel stated as follows:
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I haven’t thought it completely through but certainly [I] want to discuss CJ Hansel
and his activities at a minimum.

(See, Motion, at Exhibit 4).

The Division next wrote a letter to Respondents’ counsel dated February 25, 2011, that:

(a) expressed the concern that any deposition of Mr. Hanselman would be limited due to
the applicable attorney-client, work-product and investigative privileges, and the
confidentiality provision of the Act, A.R.S. § 44-2042;

(b) requested Respondents to provide their “reasonable need” to conduct Mr.
Hanselman’s deposition as required under A.R.S. § 41-1062(A)(4) of the Arizona
Administrative Procedures Act, especially in light of the fact that Respondents may
cross-examine Mr. Hanselman at the evidentiary hearing; and,

(c) requested Respondents to consider an alternative in the form of stipulated
facts/testimony concerning Mr. Hanselman’s dealings with Respondents.

(See, Motion, at Exhibit 5).
Rather than providing the Division with their “reasonable need” to depose Mr. Hanselman,
Respondents filed their Motion on March 4, 2011.

In addition to their deposition request, Respondents also foreshadowed a forthcoming

motion for the production of documents and information from the Division including, without

limitation:

» For all computers at the Division or in the possession and/or control of the Division’s
employees with access to the Internet: the search history (i.e., google, yahoo, bing, or other
search engines) for the term “Steeple Rock Funding.”

> The website history and internet search history for any computer or Internet connected
device (including, but not limited to, a cellular phone or smart phone device (i.e.,
Blackberry, iPhone, Droid, etc.) used by Investigator C.J. Hanselman from November 1-
December 10, 2010, including but not limited to any personal or work computer in which he
sent and received emails at the address cj.hansel@yahoo.com

(See, March 4, 2011, letter from Respondents’ counsel Jennifer Baker to Mike Dailey, at

999,11, attached to this Response as Exhibit “F”).
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The Division briefly addresses this extremely overbroad, unnecessary request for production
of documents and information at the end of this Response.

D. Legal Argument

The Administrative Law Judge (“ALJ”) should deny Respondents’ Motion for the
deposition of Mr. Hanselman because: (1) Respondents’ Motion is not supported by applicable
administrative law; (2) Respondents cannot demonstrate that they have a reasonable need to depose
Mr. Hanselman; (3) any deposition of Mr. Hanselman would necessarily be limited by the attorney
client, work product and investigative privileges, and the confidentiality provision of the Act,
A.R.S. § 44-2042; and (4) Respondents have failed to properly consider available, reasonable
alternatives to a pre-hearing, discovery deposition of Mr. Hanselman including their ability to
cross-examine and confront Mr. Hanselman at an evidentiary hearing, their ability to examine their
own business records and to interview their Investment offerees.

Simply put, there is nothing for Respondents to “discover” from Mr. Hanselman.

1. Respondents’ Reliance on a Civil Case and the Arizona Rules of Civil
Procedure is Misplaced.

In support of their Motion, Respondents cite the legally and factually distinguishable case of
Slade v. Schnieder, 212 Ariz. 176, 181-182, 129 P.3d. 465, 470-71 (App. 2006), for the proposition

that in that case, the “Commission waived protections of confidentiality statute, A.R.S. § 44-2042,

by making confidential information a matter of public record when it filed the information in its

complaint.” (Motion, at pp. 2:20 to 3:3).° Respondents are not correct for several reasons. '°

° As a threshold matter, the Commission cannot “waive” the legislative mandate imposed by the confidentiality statute
of the Act, A.R.S. § 44-2042. Thus, to the extent the Slade Court used the term “waive” to support its decision, the
court was incorrect.

' As discussed herein, the Slade case actually does not hold that the Commission waived the confidentiality
provision of the Act, A.R.S. § 44-2042, by merely including the facts uncovered by its investigator in a civil
complaint as suggested by Respondents. Rather, the Slade Court narrowly held that the records at issue
were not confidential under the statute because the Commission had made a matter of public record a
detailed sworn, affidavit executed by the investigator in support of the Commission’s complaint (ie.,
information was not confidential because it had been made a matter of public record).

10
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First, Slade involved a “civil” complaint filed by the Commission in Maricopa County
Superior Court. Slade, 212 Ariz. at 177, 129 P.3d at 466. Conversely, this is an administrative
case governed by the Act, the Rules of Practice and Procedure Before the Commission, and the
Arizona Administrative Procedures Act. As such, Respondents do not have a due process right to
conduct discovery or to depose Mr. Hanselman under the civil rules of procedure at issue in the Slade
case.

Rather, as discussed further below, the ALJ may order very limited discovery, but only upon a
showing of ‘“reasonable need.” See, A.R.S. § 41-1062(A)(4). Because the Slade decision does not
even discuss the administrative rules applicable in this case including the requirement that respondents
demonstrate a “reasonable need” to conduct any discovery, Respondents’ Motion should be denied.

Second, an investigator’s detailed, sworn “affidavit” was filed in the Slade case in support of
the Commission’s complaint for a temporary restraining order, the appointment of a receiver and an

order freezing the defendants’ assets. The investigators’ testimonial affidavit:

explained his duties as including interviewing victims, witnesses and suspects;
examining evidence; managing case files; preparing and serving subpoenas, other
legal documents and reports; and testifying in judicial proceedings. The
investigator referred to specific numbers of Mathon Fund and Mathon Fund I
investors that the Commission had identified. The investigator’s affidavit further
described information from these investors regarding Petitioners’ representations to
them, specific securities and financial transactions involving the two funds and
Petitioners’ failure to file appropriate paperwork to secure loans. Numerous
investors also informed the investigator that they would not have invested had they
known about some of Petitioners’ activities. Finally, the investigator avowed that
Petitioners admitted continuing to raise funds from investors and extending loans to
borrowers.

Slade, 212 Ariz. at 178, 129 P.3d. at 467 (emphasis added).

Conversely, the Division has not filed any testimonial affidavit on behalf of Mr. Hanselman
with the Hearing Division. The TC&D does not contain any of Mr. Hanselman’s thoughts or
impressions. Rather, the TC&D merely incorporates objective facts set forth in documents already

provided by the Division to Respondents (i.e., the Written Communications), and/or in the actual
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control of Respondents. (See e.g., Exhibits A through D). Mr. Hanselman did not write, or sign
the TC&D. Thus, Respondents’ reliance on the Slade decision lacks merit.

Further, despite the applicable, broad discovery rules at issue in Slade including, without
limitation, Ariz. R. Civ. P. 26(b) and 26.1, the court held that the Commission in that case had not

waived its work-product privilege even though it had filed the investigator’s affidavit:

The Commission also explained that the investigator was not expressing opinions in
his affidavit but was instead providing a factual summary of portions of his
investigation. Because the investigator is not a testifying expert, the Commission
did not waive its work-product immunity.

Slade, 212 Ariz. at 181, 129 P3d at 470. Applied here, the Division has not waived the work-
product, or its attorney-client or investigative privileges relating to Mr. Hanselman’s ongoing
investigation of Respondents’ alleged violations of the Act. Mr. Hansélman is not an “expert,” the
TC&D does not include any of his “opinions” and Mr. Hanselman did not prepare, sign or file the
TC&D.

Third, although the Slade Court found that the Commission in that case had made otherwise
confidential information regarding undisclosed investor names a matter of public record by virtue
of the fact that the Commission had filed the investigator’s testimonial affidavit in support of the
Commission’s complaint, there are no such facts present in this administrative case as noted above.

Fourth, the Slade decision itself supports a finding by the ALJ that the names of the
investment offerees in this case are confidential under A.R.S. § 44-2042 because confidential

documentation regarding their actual names, etc. have not been “publicly filed:”

The Commission responds that the confidentiality of the names, documents and
information does not terminate unless the Division files the information and
documents with a public tribunal, making them a matter of public record... Though
no published cases interpret when the Commission makes the names, information
and documents a matter of public record, we need not determine all of the
Commission’s actions that would result in the names, information and
documents no longer being confidential because we agree with the Commission
that this occurs when the Commission files the information or documents with
a public tribunal.

12
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Slade, 212 Ariz. at 181-182, 129 P.3d at 470-471(emphasis added).""

Applied here, Respondents are not entitled to depose Mr. Hanselman regarding the
Division’s ongoing investigation because such information is protected by the work-product,
attorney-client and investigative privileges and the confidentiality provision of the Act, and said
privileges and confidentiality have not been “waived” or otherwise diminished even under
reasoning set forth in Respondents’ legally and factually distinguishable Slade case.'?
Respondents similarly do not need to obtain any documents from Mr. Hanselman because they

already have the documents concerning his communications with Respondents. (See, Exhibit E).

2. Respondents Have Failed to Establish that They Have a “Reasonable Need” to
Depose Mr. Hanselman.

In this administrative matter, “[tlhe fundamental requirement of due process is the
opportunity to be heard ‘at a meaningful time and in a meaningful manner.”” Mathews v. Eldridge,
96 S. Ct. 893 (1976) quoting Armstrong v. Manzo, 380 U.S. 545 (1965). Procedural due process
requires confrontation and cross-examination. Willner v. Committee on Character and Fitness, 83
S. Ctr. 1175 (1963). “There is no basic constitutional right to pretrial discovery in administrative
proceedings.” Silverman v. Commodity Futures Trading Commission, 549 F.2d 28 (7" Cir. 1977).

Courts have often had occasion to consider the limits of discovery in administrative
proceedings. Through these deliberations, two salient points have become evident. The first of
these is the fact that, because they derive from an entirely distinct process, the rules of civil

procedure for discovery do not apply in administrative proceedings.”’> See, e.g., Pacific Gas and
p

"' Holding otherwise would also be tantamount to supporting the untenable proposition that a party to a
lawsuit like this one waives all privileges, etc. pertaining to the contents of the litigation file merely by, for
example, filing a complaint or an answer that necessarily incorporates information contained in the litigation
file.

"> Like the Slade decision, Respondents’ Motion also does not address the Division’s assertion of the
attorney-client privilege as to any information sought to be obtained by Respondents from Mr. Hanselman.
(See, Motion, Exhibit 5).

" This principle is particularly important from a policy standpoint. Indeed, merging civil discovery rules
into the administrative arena would have many deleterious results, including: (1) allowing respondents to
access confidential investigative information far removed from the witnesses and exhibits relevant to the
active case against them; (2) allowing respondents to protract the proceedings indefinitely; (3) allowing
respondents to excessively consume scarce but vital resources better expended on other matters necessary

13




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Electric Company, 746 F.2d 1383, 1387 (9th Cir. 1984), Silverman v. Commodity Futures Trading
Commission, 549 F.2d. 28, 33 (7™ Cir. 1977),; National Labor Relations Board v. Vapor Blast Mfg.
Co., 287 F.2d 402, 407 (7" Cir. 1961); In re City of Anaheim, et al. 1999 WL 955896, 70 S.E.C.
Docket 1848 (the federal rules of civil procedure do not properly play any role on the issue of
discovery in an administrative proceeding).

The second of these points is that the authority to pursue discovery during the course of an
administrative proceeding is not conferred as a matter of right. In fact, courts have repeatedly
recognized that there simply is no basic constitutional right to pretrial discovery in administrative
proceedings. Silverman v. Commodity Futures Trading Commission, 549 F.2d. 28, 33 (7" Cir.
1977); See also Starr v. Commissioner of Internal Revenue, 226 F.2d. 721,722 (7th Cir. 1955), cert.
denied, 350 U.S. 993, 76 S.Ct. 542 (1955); National Labor Relations Board v. Interboro
Contractors, Inc., 432 F.2d 854, 857 (2“d Cir. 1970); Miller v. Schwartz; 528 N.E.2d 507 (N.Y.
1988); Pet v. Department of Health Services, 542 A.2d 672 (Conn. 1988). The federal
Administrative Procedures Act echoes this point by offering no provision for pretrial discovery
during the administrative process. 1 Davis, Administrative Law Treatise (1958), § 8.15, p. 588.

The statute setting forth the parameters of discovery in administrative proceedings is found in
the chapter on Administrative Procedure, A.R.S. § 41-1001, ef seq. Under Article 6 of this chapter,

covering “Adjudicative Proceedings,” Arizona administrative law provides as follows:

ARS. § 41-1062: Hearings. evidence; official notice; power to require testimony and
records; Rehearing

A. Unless otherwise provided by law, in contested cases the following shall
apply:
4. The officer presiding at the hearing may cause to be issued subpoenas for the

attendance of witnesses and for the production of books, records, documents and
other evidence and shall have the power to administer oaths.... Prehearing
depositions and subpoenas for the production of documents may be ordered by the
officer presiding at the hearing, provided that the party seeking such discovery

for the protection of the public; and (4) allowing respondents to force the agency into the position of a civil
litigant rather than into its proper role as a governmental regulatory authority.
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demonstrates that the party has reasonable need of the deposition testimony or
materials being sought.... Notwithstanding the provisions of section 12-2212, no
subpoenas, depositions or other discovery shall be permitted in contested cases
except as provided by agency rule or this paragraph. (emphasis added)."

The plain import of this provision is that, in Arizona, the only forms of pre-trial discovery
permitted in administrative proceedings are: (a) subpoenas, based on a showing of need and
authorized by the administrative hearing officer; (b) depositions, based on a showing of need and
authorized by the administrative hearing officer; and (c) any other discovery provision specifically
authorized under the individual agency’s rules of practice and procedure.

The Rules of Practice and Procedure, R14-3-101, et seq., serve to augment the available means
of pre-trial discovery in administrative proceedings before the Commission. Under these rules, the
presiding ALJ may convene pre-hearing conferences regarding proposed exhibits, witness lists, and/or
expert testimony and may order the parties to exchange copies of exhibits prior to a hearing. See
Arizona Administrative Code, Title 14, R-14-3-108(4) and R-14-3-109(L).

In short, there is no constitutional right to discovery in administrative proceedings. Nor
does the Constitution require that a respondent in an administrative proceeding be aware of all
evidence, information and leads to which opposing counsel might have access. Pet v. Dep’t of
Health Serv., 207 Conn. 346, 542 A.2d 672 (1988) quoting Federal Trade Comm’n v. Anderson,
631 F.2d 741, 748 (D.C.Cir. 1979); Cash v. Indus. Comm’n of Arizona, 27 Ariz. App. 526, 556
P.2d 827 (App. 1976).

As a threshold matter, any possible finding of reasonable need by the ALJ in this case must
overcome and/or outweigh the important policy purpose underlying A.R.S. § 44-2042, which is, in
part, to encourage investment victims to freely cooperate with and provide the Division with

sensitive information during the “investigation” phase of administrative cases, without fear of

" In support of their Motion, Respondents cite A.A.C. R14-3-109(0). However, that rule only applies to
subpoenas related to evidentiary hearings. Here, Respondents have not even filed an answer to the TC&D,
and no evidentiary hearing date has been set. Respondents also cite A.A.C. R14-3-109(P) relating to
depositions. However, that rule is subject to the limitations and “reasonable need” requirement set forth
above. :
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reprisal or embarrassment.

If the Arizona legislature had intended that respondents in securities enforcement actions
like this one were entitled to obtain all information contained in the Division’s confidential
investigative file whether in verbal, written or electronic form, as suggested by Respondents, then
they would not have promulgated A.R.S. § 44-2042.

Applied here, Respondents will be afforded the evidentiary hearing they requested and, at
that time, they may cross examine and/or confront Mr. Hanselman regarding his written
communications with Respondents and any other witnesses offered by the Division. However,
Respondents are not entitled to engage in a broad discovery deposition of Mr. Hanselman at this
time, nor are they entitled to obtain, for instance, his work computer, computer files, web browsing
history or his personal cellular phone. (See, Exhibit F, at §11).

Further, Respondents have not articulated exactly what specific, non-written information
they believe Mr. Hanselman may have that they do not. Rather, when asked what types of specific
questions they desired to ask Mr. Hanselman, Respondents’ counsel vaguely responded, “I haven’t
completely through but certainly [I] want to discuss CJ Hansel and his activities at a minimum.”
(See, Motion, at Exhibit 4). A desire to engage in an admitted fishing expedition does not
outweigh the po41icy purposes underlying A.R.S. § 44-2042. |

Regarding the reasonable need requirement, Respondents baldly assert that they have a
“‘substantial need’” to depose Mr. Hanselman “because his possible deceptive acts form the basis for
the allegations of the TC&D” and because Mr. Hanselman will testify at the evidentiary hearing.
(Motion, p.2:7-10).

First, Respondents do not need to depose Mr. Hanselman to determine whether he is
accredited, “or whether his representations were subterfuge.” The TC&D makes clear that Mr.

Hanselman is not accredited and, therefore, he engaged in so called “subterfuge.” (TC&D, at §24)."

¥ However, merely asking a total stranger to make their own determination as to whether they are

accredited, especially after: (a) Respondents had already effected an offer of securities; and (b) Respondents
had already represented in writing to the stranger that the investments were safe, secure, and provided
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Because: (1) the TC&D sets forth all communications that Mr. Hanselman exchanged with
Respondents; and (2) Respondents already have copies of said communications, including those
provided by the Division to Respondents and those contained in their own business records,
Respondents do not have a reasonable need to conduct a deposition of Mr. Hanselman to determine
whether he is, or is not, accredited.

Second, Respondents do not need to depose Mr. Hanselman to determine the identity of the
second potential investor identified in the TC&D. (Motion, p. 2:20-23). Respondents know to
whom they provided their investment offering and solicitation letters, emails and attached sales
documents. Respondents can interview these offerees at their convenience.

Further, there is no actual assertion in Respondents’ Motion that Respondents do not know
the identity of the second potential investor discussed in the TC&D. Because Respondents can
interview their own investment offerees at issue in this case and/or call them as witnesses to testify
at the evidentiary hearing, Respondents have no “reasonable need” to depose Mr. Hanselman
regarding the same.

Third, Respondents claim they need to depose Mr. Hanselman to “discover the facts
underlying the TC&D.” (Motion, p.2:24-25). The plain language of the TC&D is based on the
plain language of Respondents’ business records, including their Website, investment offering
materials, and Investment solicitation communications. In short, there is no allegation in the
TC&D that the Respondents cannot confirm or deny from simply reviewing their own records.
Because the Division will stipulate to the facts contained in the TC&D, there can be nothing left to
discover from Mr. Hanselman that has any bearing on whether Respondents violated the Act. As a
matter of fact and law, Respondents cannot have a reasonable need to discover the facts
“underlying” the TC&D from Mr. Hanselman when they are already in possession of such facts.

Fourth, Respondents claim they need to depose Mr. Hanselman to “explore with Mr.

“Outstanding investment returns” of 8 to 11%, does not constitute either a reasonable inquiry, or form the
basis for a good faith belief that the stranger is accredited.
17
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Hanselman the basis from which the urgency arose to issue the TC&D and what ‘immediate’ threat
Respondents posed to the public welfare.” (Motion, p.2:17-19).

In short, Respondents want to depose Mr. Hanselman regarding the Division’s internal
securities enforcement policies and procedures. Mr. Hanselman is not an attorney, he is not
Division management, and the TC&D does not contain any of his non-existent legal conclusions.
Any involvement by Mr. Hanselman in any internal Division deliberations regarding the merits of
the allegations contained in the TC&D are clearly protected by the work-product, attorney-client
and investigative privileges, and the confidentiality provision of the Act, A.R.S. § 44-2042. Thus,
Respondents simply cannot demonstrate that they have a reasonable need to depose Mr. Hanselman
to “explore” the legal basis underlying the filing of the TC&D.

There is nothing to discover from Mr. Hanselman. Apart from evidentiary and foundation
based questions, everything he will testify to at hearing is contained in the TC&D. The Division is
also willing to stipulate to Mr. Hanselman’s hearing testimony now; however, the Respondents
have not expressed a willingness to work with the Division on any such stipulation.

Based on the foregoing, and because Respondents may also cross-examine Mr. Hanselman
at the evidentiary hearing and/or conduct their own reasonable investigation including, without
limitation, conducting interviews of Respondents’ investment offerees, Respondents’ Motion

should be denied.

3. Respondents’ Unsupported Assertion Regarding The Fact that They
Purportedly Sought Legal Advice is Irrelevant And Lacks Merit.

Respondents testified during their recent examinations under oath that prior to engaging in
their wide ranging Investment offering discussed, in part, above, they sought and obtained advice
from an attorney and an employee of the Division (Motion, at p.2:11-14).

First, the so-called “advice of counsel” or “advice of regulatory agency” arguments are no
defense to violations of the Act. Regardless, as noted above, Respondents: (a) overreached during

their wide ranging securities offering in violation of the Act; and/or (b) they either received
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erroneous advice and/or did not follow any accurate advice. Second, Respondents have tellingly
not provided to the Division any documents regarding any such alleged legal advice, as requested
by the Division. (See, Motion, at Exhibit 8, p.3, §11). As a result, Respondents’ repeated,
unsupported statements that Respondents sought legal or any other advice are irrelevant and must
be ignored.

Respondents’ also assert that they should be allowed to depose Mr. Hanselman to determine
why the Division filed the TC&D “without first picking up the telephone and contacting
Respondents to see if the problem could have been resolved without official action.” (Motion,
p.2:1-3). However, there is no legal obligation for the Division to just call a respondent before
filing an action. Also, as evident by plain language of the Motion, Respondents still claim to have
done nothing wrong in this case. As a result, it is difficult to imagine exactly how calling
Respondents would have resulted in any meaningful resolution of this matter, especially given their
numerous violations of the Act as set forth in part above. Regardless, whether the Division did or
did not telephone Respondents prior to filing the TC&D, cannot constitute a “reasonable need” for

Respondents to conduct a pre-hearing discovery deposition of Mr. Hanselman.

4. Respondents’ Overbroad and Unnecessary Document and Informational
Discovery Requests.

As a threshold matter, the Division intends to provide Respondents will all documentation
the Division will seek to introduce as evidence at the evidentiary hearing of this matter on or before
April 29, 2011.

This is an administrative matter, however, and the Division will not be providing, for
instance, its computers or the cell phones of its employees. (See, Motion, Exhibit 11).

Also, Respondents’ comments regarding the Division’s requests for documents are not
correct. Respondents’ first attorney chose to provide an incomplete or partial initial response to the
subpoenas. As a result, the Division’s second and third specific requests for documents were

intended to assist Respondents in complying with the subpoenas. Respondents’ response to the
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Division’s second specific request for documents is also not complete, nor was it provided “without
objection” as suggested by Respondents. (See, Exhibit B, at p.1 (setting forth S objections to the
Division’s request for documentation); also, March 2, 2011, email from Paul Roshka to Mike
Dailey indicating that Respondents will not comply with the Division’s request for
information, attached as Exhibit “H”).

The Division’s second, specific request for documents was necessary to address the many
legal and factual arguments contained in a detailed letter provided by Respondents’ first counsel
while the parties discussed a possible settlement of this matter. (See, Exhibit G). Finally, the
Division’s third specific request for documents was necessary to address many of the issues raised
by Mr. Payne and Mr. Olson’s recent examinations under oath.

D. Conclusion.

Based on the foregoing, the Division respectfully requests the ALJ to deny Respondents’
Motion, and/or quash any subpoena issued to take the discovery deposition of Division investigator
Mr. Hanselman.

Should Respondents file a motion for the production of documents and information as set
forth in their March 4, 2011, letter attached as Exhibit 11 to their Motion, the Division will further
respond to the same at the appropriate time.

RESPECTFULLY SUBMITTED this 18" day of March, 2011.

ARIZONA C RPOI&ATION COMMISSION

,,,,,

#

By A
Mike Dailey \l
Attorney for the Seu%ties Division of the
Arizona Corporation Commission
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ORIGINAL AND EIGHT (8) COPIES of the foregoing
filed this 18" day of March, 2011 with:

Docket Control

Arizona Corporation Commission
1200 W. Washington St.

Phoenix, AZ 85007

COPY of the foregoing hand-delivered
this 18" day of March, 2011 to:

Mr. Marc E. Stern

Administrative Law Judge

Arizona Corporation Commission/Hearing Division
1200 W. Washington St.

Phoenix, AZ 85007

COPY of the foregoing mailed
this 18" day of March, 2011 to:

Paul Paul Roshka, Esq.
Jennifer Baker, Esq.
Roshka DeWulf & Patten
One Arizona Center

400 East Van Buren Street
Suite 800

Phoenix, Arizona 85004
Attorney for Respondents

21




Exhibit “A”



wod bulpungyooys|dasis@edfi woo buip
0299-926-08% 4o D RER

::mﬁozm_nmﬂw@uco..m

UoS|O [SRYDIN auked Jusig

JT1 ‘Buipung y30y ajdeans

{QL SIIVINONI L23910
AW SYOLSINNT GLIATAOIY GLLSIYIINI *SIFVILI0 GITAITVAD OL GFVINITIC WACGNVIONWITN INFWIDV IS 3L vAIId Y

QL ANVISEND AV 38 ATNO NYD SFLLINID3S JO SUFLL0 *SILLTHIDIS ASVHIU IS OL NOILBIIOITIOS I YON .wm.tawxhuwm.w
SO ONIAFIIO NV 3G OL GIONZIINI LON SI L1 ‘AINO SISOIUND WNOLLYWIOINI Y04 ST GIAINOYS NOLLYWHOINT KL

RBD'IT - %008 4O SUCRNQLISID -DUIOOW) J0RSEALY JENUUE .o&omxo&......w
wes) yuswabeurw paudsees
$3)B4 JNBJOP JOMOI0G DIIOISIY MO
-sabajaud |lemelpylm ejqeuoseay
«SUORNQLISIP J03SOAU] A[dapiend
«SUINjas Juawiseaut bulpuelsIno

*B1483140 JUBLIYSBALY SY
ul ,Ayeges jo wibsew juspnid e SuLIBIEW BIYM 'SI03SBAUL 51 0 SUIMAJ JUBIWISPAUI jeuoRdeaxs BplAcld 0} 53885 JUBUISIAU]

'siesh z ysed ayy sulodul poyssnoy [enuue Ul
000°00Z$ 48AD 10 YuoMm 38U Ul Wiy T$ JaAD Yilm 950U} 58 pauljep Ajjesaush ‘sioysaaul paypasooe 03 pepLnset s| Ayunpioddo syt

eUOZLY JO B38)S
ayy ul s8ij4adoud [enuepisel paidnodo JOUMO-UDY UO 3SNUY JO SPaap 350y paunoas ul Ayununddo JusLysaaul Ue S18440 puny ay])

pund ueo ajiuels

U,,,Z,_ a Zwmﬁm

ACC000302

FILE #8219




Exhibit “B”



| Rostia DEWULE & Parren

ROSHKA DEWULE & PATTEN, PLC
ATTORNEYS AT LAW

ONE ARIZONA CENTER

400 EAST VAN BUREN STREET
SUITE 800 -
PHOENIX, ARIZONA 8500%

VIA HAND DELIVERY

Mr. Clyde J. Hanselman, Special Investigator
_ Securities Division

Arizona Corporation Commission

1300 W. Washington Street, 3rd Floor

Phoenix, AZ 85007

Received

FEB 11 201

Arizona Corp. Commission
Securities Division
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O5HKA DEWULF & PATIEN.

} ROSHKA DEWULF & PATTEN, PLC
| ATTORNEYS AT LAW

j ONE ARIZONA CENTER

1 400 EAST VAN BUREN STREET

I SUITE 800

§ PHOENIX, ARIZONA 85004

§ TELEPHONE NO 602-256-6100
i FACSIMILE 602-256-6800 February 11> 2011

VIA HAND DELIVERY

Mr. Clyde J. Hanselman, Special Investigator
Securities Division

Arizona Corporation Commission

1300 W. Washington Street, 3rd Floor
Phoenix, AZ 85007

Re:  Inre Arthur Brent Payne, et. al.
Docket No. S-20772A-10-0489

Dear Mr. Hanselman:

We represent Arthur Brent Payne, Carolyn L. Payne, Michael Olsen, Sherri
Olson, Steeple Rock Funding, LLC, and Granite Loan Fund, LLC (the “Respondents™),
in connection with responding to Mr. Dailey’s January 21, 2011 letter (the “Request
Letter”) in which he requests additional documents pursuant to the subpoenas duces
tecum previously served on the Respondents.

Before responding to each of the enumerated items in the Request Letter, the
Respondents make the following general objections to the requests:

A. The Respondents object to any of the requests to the extent they purport to
require them to produce information or documents that are not in the1r
possession, custody or control.

B. The Respondents object to any of the requests to the extent they purport to
require them to produce or identify any information or document protected
by the attorney-client privilege, the work-product doctrine, and/or any
other privilege available under Federal or state statutory, constitutional or
common law.

C. The Respondents object to any of the requests to the extent they purport to
require them to produce personal confidential information regarding third
parties and/or proprietary information.

D. The Respondents object to any of the requests to the extent the quantity,
detail, format and scope of the information is exceedingly overbroad,

ACCO000432
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WULF & PATTEN

Mr. Clyde J. Hanselman
February 11, 2011

Page 2

unduly oppressive and burdensome, not properly limited in time or scope,
and not calculated to lead to the discovery of admissible evidence.

The Respondents provide the responses below based on the information
reasonably available to them at this time and reserve the right to
supplement or modify any responses as additional documents or
information becomes available.

We respond to items in the Request Letter in the order in which they are

requested:

1.

Copies of correspondence are produced herewith with Bate Nos.
PAYNE00001 — PAYNE00107. The enclosures noted on these letters are
produced with Bate Nos. PAYNE00108 — PAYNEO00137.

Copies of correspondence in which the Granite Loan Fund Private Offering
Summary (referenced in Exhibit D to the Request Letter) are produced
herewith with Bate Nos. PAYNE00138 — PAYNEOO156.

Copies of emails are produced herewith with Bate Nos. PAYNE00157 -
PAYNE(00567. The enclosures referenced in the emails are produced with
Bate Nos. PAYNEO00568 - PAYNE00620.

There are no documents responsive to this request.

There are no documents responsive to this request.

Respondents will supplement their response to this request.

Documents responsive to this request for Steeple Rock Funding, LLC are
produced with Bate Nos. PAYNE00621 — PAYNE00634. There is no bank

account for Granite Loan Fund.

Meetings were as follows:

November 23, 2010

@ A rizona -.

ACC000433
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Mr. Clyde J. Hanselman
February 11, 2011
Page 3

There were no materials used in this meeting.

December 9, 2010

. A rizon: G
sy

The outline used in this meeting is produced herewith with Bate No.
PAYNE00635.

December 17, 2010

There were no materials used in this meeting.

7. Documents responsive to this request are produced herewith with Bate Nos.
PAYNEQD0636 - PAYNEOQO(0641.

8. A spread sheet with the contact information for recipients of the Private
Offering Summary attached as Exhibit “D” to the Request Letter is produced
herewith with Bate No. PAYNE00642.

Please let me know if you have any questions regarding the above.

ry truly yours,

Paul J. Roshka, Jr.
For the Firm

PJR/jrg/rba
Encl.

ACC000434
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Mr. Clyde J. Hanselman
February 11, 2011
Page 4

ce: Brent Payne (via email only w/out enclosures)
Michael Dailey, Esq. (via email only w/out enclosures)

Payne, ACC/ltr/Hanselman01.doc
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A Sy v “p
Steeple Rock

FUNDING

670 E. Encinas Ave Gilbert, AZ 85234 Tel (480) 633-6800 Fax (602) 296-0114
Arizona M.B. #0913524 www.SteepleRockFunding.com

December 17, 2010

Mr.

RE: Secured Residential Trust Deed Investment Program
Dear Mr. ,

Thank you for your potential interest in considering an investment in a Secured Short-
Term Residential Trust Deed Investment Program sponsored by Steeple Rock Funding, LLC.
In follow-up to our recent communication, enclosed is an executive summary and informational
brochure which briefly discusses and introduces our investment objective, philosophy, financial
returns, the company, and the Granite Loan Fund.

Foreclosure sales are a major factor in the current local Arizona residential market, with a
resulting “re-pricing” of the existing housing inventory, which we believe will continue for a
number of years. As outlined in the enclosed executive summary, our secured lending programs
offer investors a sensible approach to participating in the “housing inventory re-pricing process”
while providing (i) safety of capital, (ii) attractive investment yields, and (iii) regular earnings
distributions — all without the operational headaches of property ownership.

Investors may participate in a Steeple Rock Funding program through an investment in:
a. Granite Loan Fund, LLC (offered by Private Offering Summary); or,
b. A Customized Single-Investor Fund ($1,000,000 minimum)

If this is an appropriate investment option for you, your retirement account or one of your
clients or colleagues, we would be pleased to send you a Private Offering Summary complete
with detailed investment information and offering subscription documents. I will contact you in
the near future to discuss your interest, questions and comments.

Best regards,

A. Brent Payne
e-mail: Brent@SteepleRockFunding.com

Enclosures: Executive Summary
Granite Loan Fund Brochure
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Steeple Rock

FUNDING

Executive Summary
Secured Short-Term Residential Trust Deed Investments

Investment Objective:

Steeple Rock Funding, LLC (the “Company”) seeks to provide exceptional investment
returns to its investors, while minimizing risk by maintaining a prudent “margin of
safety” in its investment criteria while offering a level of investor liquidity through
reasonable fund withdrawal privileges.

Investment Description:

Acting as a principal in the funds it operates, the Company makes investments in secured
short-term loans secured by first deeds of trust on non-owner occupied residential
properties in Arizona.

Investment Rationale:

The residential markets in Arizona have experienced significant price and sales volume
declines, with a dramatic “resetting” of property values. High levels of foreclosure sales
of existing residential properties are occurring in the local Arizona market. This has
created a tremendous need for capital by operators who purchase residential properties at
foreclosure, with the intent to rehabilitate and resell (the “Operators™).

Traditional bank financing is generally not available to the Operators -- financing is
occurring through all equity transactions or through a combination of equity,
supplemented by borrowings from private lending sources. Due to the relatively short-
term nature of the activity (usually about 90-120 days from initial purchase date to the
date of resale), the Operators are willing and can afford to pay a relatively high rate of
interest on funds, while maintaining a good profit margin. In essence, at the present time,
the Operators are the “homebuilders”. The “rehabbed home” is in a strong “low cost”
competitive market position relative to a new home offering by a traditional homebuilder.

The Company offers funding to Operators in the residential foreclosure market by
extending short-term loans, secured by first trust deeds. An investment in one of the
Company’s sponsored funds creates investor opportunity to participate in the property
foreclosure market without the attendant “operator issues ” that occur with active
property ownership and management.

ACC000316
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Investment Vehicles:

Granite Loan Fund, LLC - $10,000,000 Fund
Suitable for “accredited investors” with a minimum investment of $100,000
Quarterly investor distributions
Projected annual investor returns of 8.00 % - 11.04% (see attached schedule)
Fund lock-up period of 1 year with investor withdrawals allowed thereafter on a
reasonable “funds available” basis

Investment offered through a Private Offering Summary** (see below)
Fund scheduled to operate through December 31, 2015

Customized Single Investor Fund - 31,000,000 Fund Minimum

Suitable for “accredited investors” with a minimum investment of $1,000,000
Quarterly investor distributions

Projected annual investor returns of 8.00 % - 11.04% (see attached schedule)

Investment Benefits:

e Excellent alternative to traditional fixed income investments

o Safely participate in the Arizona residential real estate foreclosure market
opportunity without “operational headaches”

e Short lending maturity periods (generally 6 months) result in regular turnover of
funds and a relatively high degree of liquidity

o Investments solely in first deeds of trust on non-owner occupied residential
properties

e Prudent “margin of safety” lending practices

e Historically low borrower default rates

e Seasoned management team

About the Company:

Steeple Rock Funding, LLC is owned and managed by A. Brent Payne and Michael R.
Olson. Mr. Payne and Mr. Olson have extensive experience in real estate investment,
development, finance and accounting, with solid proven investor results over extended
periods of time in a variety of real estate investment activities.

A. Brent Payne Michael R. Olson
Tel:  (480) 633-6800 Tel: (480) 926-6620
E-mail: brent@steeplerockfunding.com E-mail: mike@steeplerockfunding.com

Steeple Rock Funding, LLC (AZ MB #0913524)
670 E. Encinas Ave.
Gilbert, AZ 85234

**The information provided herein is for informational purposes only. It is not intended to be an offering of securities
nor a solicitation to purchase securities. Offers of securities can only be made pursnant to a Private Offering Summary
delivered to qualified offerees. Interested parties may contact Company representatives listed above. (November, 2010)

ACC000317
FILE #8219



mailto:brent@steeplerockfnding.com
mailto:mike@steeplerockfunding.com

Steeple Rock Funding, LLC

Schedule of Projected Investor Returns

Example #1:

Assumed Capital Utilization 95.00% |of Available Funds
Assumed Reserves, Operating Expenses 3.00% |of Gross income

Average Borrower Annual Interest Rate 18.00% | 17.00% | 16.00% | 15.00%
Multiply by: Assumed Capital Utilization 95.00% | 95.00% | 95.00% | 95.00%
Actual Gross {nterest Income on Available Funds 17.10% | 16.15% | 15.20% | 14.25%
Less: Reserves, Operating Expenses -0.54% | -0.51% | -0.48% | -0.45%
Annual Distributable Fund Profits 16.56% | 15.64% | 14.72% | 13.80%
Investor Distribution of Fund Profits 66.67% | 66.67% | 66.67% | 66.67%
Annual Investor Profit Distri‘_bution - Return on Investment 11.04% | 10.43% | 9.81% | 9.20%
Annual Investor Profit Distribution - $100,000 Investment $11,040 | $10,427| $9,813 | $9,200
Example #2:

Assumed Capital Utilization 90.00% |of Available Funds
Assumed Reserves, Operating Expenses 4.00% |of Gross income

Borrower Annual Interest Rate 18.00% | 17.00% | 16.00% | 15.00%
Muttiply by: Assumed Capital Utilization 90.00% | 90.00% | 90.00% | 90.00%
Actual Gross Interest Income on Available Funds 16.20% | 15.30% | 14.40% | 13.50%
Less: Reserves, Operating Expenses -0.72% | -0.68% | -0.64% | -0.60%
Annual Distributable Fund Profits 15.48% | 14.62% | 13.76% | 12.90%
Investor Distribution of Fund Profits 66.67% | 66.67% | 66.67% | 66.67%
Annual Investor Profit Distribution - Return on Investment 10.32% 9.75% | 9.17% | 8.60%
Annual Investor Profit Distribution - $100,000 investment $10,320 | $9,747 | $9,173 | $8,600
Example #3

Assumed Capital Utilization 85.00% |of Available Funds
Assumed Reserves, Operating Expenses 5.00% |of Gross income

Borrower Annual Interest Rate 18.00% | 17.00% | 16.00% | 15.00%
Multiply by: Assumed Capital Utilization 85.00% | 85.00% | 85.00% | 85.00%
Actual Gross Interest Income on Available Funds 15.30% | 14.45% | 13.60% | 12.75%
Less: Reserves, Operating Expenses -0.90% -0.85% | -0.80% | -0.75%
Annual Distributable Fund Profits 14.40% | 13.60% | 12.80% ! 12.00%
Investor Distribution of Fund Profits 66.67% | 66.67% | 66.67% | 66.67%
Annual Investor Profit Distribution - Return on Investment 9.60% 9.07% | 8.53% | 8.00%
Annual Investor Profit Distribution - $100,000 Investment $9,600 $9,067 | $8,533 | $8,000
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INVESTMENT OPPORTUNITY

The Arizona residential market has
experienced significant price and sales
volume declines, with a dramatic “resetting”
of property values.

The high rate of foreclosures has created
opportunities for those who purchase
foreclosed homes with the intent to
rehabilitate and resell (the “Operators”).

The “rehabbed home” is in a strong “low
cost” competitive market position relative to
a new home offering by a traditional
homebuilder.

Traditional bank financing is generally not
available to the Operators - financing is
occurring through all equity transactions or
equity supplemented by borrowing from
private lending sources.

Due to the relatively short-term nature of
loans (generally 90-120 days) the Operators
are willing and can pay a relatively high rate
of interest, while maintaining a good profit
margin.

Steeple Rock Funding, LLC offers capital to
Operators in the residential foreclosure
market by extending short-term loans
secured by first deeds of trust.

An investment in the Granite Loan Fund
creates the opportunity for investors to
participate in the foreclosure market without
the “"Operator issues” that occur with active
property management and ownership.




$10 million

Minimum
Investment
Amount

Period of Fund
Operations

Promissory Notes Secured by
First Deeds of Trust on
Non-Owner Occupied Properties

Term of Loans

Generally 6 months



GENERAL LENDING PARAMETERS

Lending Parameters

Non-Owner Occupied Residential
Properties

First Position Deeds of Trust

Title Status Verified with Condition of
Title Report from Reputable Title Company
20% of Purchase Price Down Payment
70% Maximum Loan-to-Value
Average Loan Amount $120,000
Property Taxes Current

Evidence of Insurance Prior to Loan
Funding

Valuation Parameters

Detailed Comparable Analysis Using the
Arizona Regional Multiple Listing Service,
Physical Inspections, and Active Tracking
of Foreclosures through Online Resources.
Comps within 1 Mile Radius

Sale Comps within 3 Months

Maximum of 10% REO or Pending
Foreclosure in Given Search Area

Like Property-Bed/Bath/Garage/Pool/Lot
size

Minimum of 5 Active Listings

Minimum of 3 Properties Sold

Disqualify Uniquely High-Priced Homes







Se Ck

U N D 1

To Obtain Investment
Information
for the Granite Loan Fund, LLC
Please Contact:

Brent Payne
480-633-6800
Brent@SteepleRockFunding.com

Or

Mike Olson
480-926-6620
Mike@SteepleRockFunding.com

o,

THE INFORMATION PROVIDED WITHIN IS FOR INFORMATIONAL
PURPOSES ONLY. IT IS NOT INTENDED TO BE AN OFFERING OF
SECURITIES NOR A SOLICITATION TO PURCHASE SECURITIES.
OFFERS OF SECURITES CAN ONLY BE MADE PURSUANT TO A
PRIVATE PLACEMENT MEMORANDUM DELIVERED TO QUALIFIED
OFFEREES. INTERESTED PARTIES MAY DIRECT INQUIRIES TO:

Steeple Rock Funding, LLC
670 E Encinas Ave.
Gilbert, AZ 85234

SteenleRockFundina.com
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| Sple Rock
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670 E. Encinas Ave Gilbert, AZ 85234 Tel (480) 633-6800 Fax (602) 296-0114
Arizona M.B. #0913524 www.SteepleRockFunding.com

Date Lyfee D \

Mr.

RE: Private Offering Summary of
Granite Loan Fund, LLC

Dear Mr.

I am sending you the enclosed in follow-up to our discussion last evening. Thank you for
your interest in participating in our Secured Short-Term Residential Trust Deed Investment

Program through an investment in Granite Loan Fund, LLC. Enclosed you will find the
following:

Private Offering Summary of Granite Loan Fund, LLC

. Instruction Sheet — for use in completing the enclosed paperwork
. Subscription Agreement — 2 copies

. Operating Agreement Capital Member Signature Page — 2 copies
. Granite Loan Fund brochure

o o' P

o

Please complete the Subscription Agreement and Capital Member Signature Page
following the instructions provided in the Instruction Sheet, and return the documents to us for
processing.

We thank you in advance for your investment in the Granite Loan Fund. Upon receipt of
the completed subscription documents and investment funds, they will be processed promptly
and an acknowledgement sent to you. We look forward to communicating with you regularly as
quarterly distributions from the fund are processed and disbursed.

Best regards,

A. Brent Payne

Enclosures:  Private Offering Summary (with document package)
Granite Loan Fund Brochure

ACCO000320
FILE #8219
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DOCUMENT # {{ ™ i

GRANITE LOAN FUND, LLC

An Arizona Limited Liability Company

PRIVATE OFFERING SUMMARY
November 1, 2010
$10,000,000 Equity Offering

400 Membership Interests at $25,000 per Interest

Sponsored by

_A
Steep}e Rock *

UNDI NG

ey

Granite Loan Fund, LLC is offering a private offering solely to “Accredited
Investors” as defined in Rule 501(a) of the Securities and Exchange
Commission Regulations.

These securities have not been approved or disapproved by the Securities and
Exchange Commission (SEC) or the Arizona Corporation Commission, nor
have such entities passed upon the merits or otherwise approved the offering.

Investors must acquire these interests solely for purposes of investment and
the investors may not sell the investment interests unless and until the
investment interests are first registered or qualify for exemption from
registration under the Federal and State of Arizona securities statutes.

ACC000321
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COMMISSIONERS MATTHEW J. NEUBERT

GARY PIERCE, Chairman DIRECTOR
BOB STUMP
SANDRA D. KENNEDY SECURITIES DIVISION
PAUL NEWRIAN 1300 West Washington, Third Floor
BRENDA BURNS Phoenix, AZ 85007

TELEPHONE: (602) 542-4242
FAX: (602} 534-7470

ERNEST G. JOHNSON E-MAIL: securitiesdiv@azec.gov

EXECUTIVE DIRECTOR

ARIZONA CORPORATION COMMISSION

February 25, 2011

V1A CERTIFIED MAIL/RETURN RECEIPT REQUESTED & EMAIL

Paul Roshka, Esq.

Roshka DeWulf & Patten
One Arizona Center

400 East Van Buren Street
Suite 800

Phoenix, Arizona 85004

Re:  Inre Arthur Brent Payne, et al., Docket No. S-20772A-10-0489
Paul:

The purpose of this letter is fo respond to your request to take the deposition of Securities
Division Special Investigator C.J. Hanselman.

As you know, Mr, Hanselthan {s presently employed by the Secutities Division, in part, as the
investigator assigned to the Division’s “ongoing” investigation of your clierits. in the above
captionéd matter.

I asked you via email dated February 24, 2011, fo provxde me with the type of questions that you
desired to ask Mr. Hanselman. You responded via email on the same date that you wanted to
discuss Mr. Hanselman himself “and his activities.at a minimum.”

As you know, Mr. Hanselman contacted your clients in writing under the name “CJ Hansel” to
inquire about the. possible purchase of the Granite Loan Fund, L.L.C. securities at issue. The
sum total of Mr. Hanselman's communications with your clients is set forth, in detail, at
paragraphs 21 through 29 of the Division*s pending “Temporary Order To Cease And Desist
And Notice Of Opportunity For Hearing” filed on December 10, 2010,

There were never any verbal communications between Mr. Hanselman and your clients.
Importantly, we voluntarily provided to you via letter dated February 8, 2011, copies of the
written communications. For your easy refererice, [ have attached said letter and ‘attachments:to
this leiter.

1200 WEST WASHINGTON, PHOENIX, ARIZONA 85007 / 400 WEST CONGRESS STREET, TUCSON, ARIZONA 85701
Www,aZCC.yov



http://m,szcc.gov

Paul Roshikd, Esq.
February 25, 2011
Page 2 of 2

Based on the foregoing, the Division is. concerned that any of your questions asking for facts not
contained in the attached written communications would related to information protected by the
attorney-client and work product ptivileges, and information protected by the confidentiality
provision of the Arizona Securities Act, AR.S. § 44-2042. As such, we cannot envision
allowing Mr. Harseltnan to answer your questions without violatinig A.R.S. § 44-2042.

Under ARS. § 41-1062(A)4) of the Arizona Administrative Procedure Act. the assighed
administrative law judge may order the deposition of a witness based on a showing of
“reasonable need.”

Applied here, [ ask you to provide me with what you consider to be your clients’ reasonablé need
to depose Mr, Hanselman, éspecially in light of the fact that you may cross examine him at the
evidentiary hearing,

Finally, please consider an alternative in the form of stipulated facts and/or pre-evidentiary
hearing testimony. 1 will consider anything you and/or Jennifer Baker put together.

Thank you and please let me know if you have additional questions.

Mike Dailey
Enforcement Attorney
602-542-0722 (direct line)

(Enclosure)







oMM MATTHEW J. NEURERT
GARY MERCE, Chaihnan DIRECTOR
SANDRA D, KENNEDY SECURITIES DIVIMON
PAUL NEWISAN 4300 West Waalington, Third Floor
BRENDA BURNS Phonnix, AZ 86087
%m JOHNSON s EMAIL: beaciirbissdN@azet pov
ARIZONA CORPORATION COMMISSION
February 8, 2011
Paul Roshka, Esg,
Roshka De'Wulf & Patten
One Anzona Center
400 East Van Buren Street
Suite 800
Phoenix, Arizona 85004.

Re:  Inre Arthur Brent Payne, et al,, Docket No. §-20772A-10-0489
Dear Mr. Roshka:

Enclosed are copies of the following documents;

1. Emeils exchanged befween respondent Michael Richard Olson and Securities
Division Special Investigator Clyde J. Hansétman dated November 26, 29 & 30, 2010
(ACCQ00001 —ACL000015); and,

2, Letter dated November 30, 2010, from respondent Michael Richard Olson to
Securities. Division Special Investigator Clyde J. Hanselman, and enclosures (ACC000016 —

ACC000099).
_ If yoir have arty questions regarding-the enclosed decuments, your office may contact me
at (602) 542-0206.
Sincerely,
g -
Veronica Sandoval
Legal Assistant, Securities Division
ivs
Enclosures

1200 WEST WASHNATON, PHOENIX, ARIZONA 85007 / 400 WEST COMGRESY STREET, TUTSON, ARIZUNA 85704
WA ITRC.GoN
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From: Mike Olyon {mikertlson@cox.siet)

To: ¢ hansel RSN
Date: Frt, November 26, 2010 1:16:13 PM
Ce:

Subject: re: Executive Snminat

y - Stacple Rock Pundisg, LLC
cd,

Thanks for your interest in the Granite Loan Fund sponsored by Steeple Rock Funding, LLC.
Enclosed la a brief summary outlining our busineas model snd investment rationale. Pleass pravide.
your muailig address and | will mail to you our complete private placemént documents for review.

Regards,

Mike Olson

Office: 480-925-6620

Cell: 480-313-4953

AZ Mortgage Broker. License #0913524
Ir UNBRING '

ACCQDOHG'I
FILE #8219
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Steeple Rock

TFUNDING

_ Executive Summary
Secared Short-Term Residential Trust Deed Investments

Invesiment Objective:

Steeple Rock Funding, LLC (the “Company™) seeks to provide mapunnai investinemnt
teturns to its investers, while minimizing risk by maintaining a prodent *margii of
safety” in its investment ciiterfa while offering a level of investor liquidity throngh
reastnable fund witldrawa) privileges.

Investment Description:

Acting as.a-principal in the funds it operates; the Company makes investments in secured
short-term Joans secured by first deeds of trust on non-owner oceupied residential
properties in Arizoms,

Investment Rationale:

The residentia] markets in Arizonahave experienced significant price znd sales volume,
declines, with & dramatic “resetting” of property values. High levels of foreclosure sales
of existing residential preperties are ocaurring in the local Arizong market, This has
created a trerpendous need for capital by aperators who purehase residential properties at
foreclosure, with the intent to rebabilitate and restll (the “Operalors™).

Traditional bank financing is gencrally not available to.the Operators — financing s
occurring through all squity transactions or through a sombination of

supplementad by borrowings from private lending sources. Due to the relatively shorts
term nature of the activity {usually about 90-120 days from initial purchase finte o the
date of resale), the Operators are willihg and can afford to pay a relitively high rats of
intereston finds, while maintaining a good profit margin. In essence, at the present time,
the Operators are the “homebuildess™, The “réhabbed home” is in a strong “low cost”
competitive market position relative 1o a new home offering by a fraditional homebuilder.

The Company offers funding to Operatorsin the residential foreclosure market by
extending short-term lcans, secured by first trust deeds. Ait invistment in one of the
Company’s sponsored finds croates investor oppormmty fo participate in the property
foreclosure market without the attendant “operator issuss ” that acour with #otive
property ownership and mansgement.

ACC000002
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Invesément Vehicles:

Granite Loan Fund, LLC - $10,000,000 Fund
Suiteble for “accredited investors” with a minimum investment of §100,000
Quatterly investor distributions
Projected annual investor retamys of 8,00 % - 11.04% (s¢e attached schedule)
‘Fund Yock-up period of | year with investar withdrawals allowed thereafter on a
reaspnable “funds available” basis

Investment offered through a Private Offering Summary** (see befow)
Fund scheduled fo operate thtough December 31, 2015

Customized Single Tivestor Fund - $1,000,000 Find Mibsinuen

Suitable for “accredited investors” with a minimum investresit of $1,000,600
Quarterly investor distributions

Projected annusl investor returns of 8.00 % - 11.04% (see attached schedule)

Investment Benefits:

» Hxcellent alternative to traditional fixed income investroents

s Safely participate in the Arizona residential real estate foreclosore market
opporiunity without “operational headaches™

e Short fending méturify periods (generally 6 months) result in regular turniover of
funds and a relatively high degree of liquidity

» TInvestménts solely in first deeds of trust ofl ni-6wner occupied residential
propesties.

s Prugdent *margin of safety” lending plattices

s Historically low borrower default rates

+ Seasoned management team

Ahout the Company:

Steeple Rock Fimding, LLC is owned and managed by A. Brent Payns and Michagl R.
Olsorr. Mr. Payne and M. Olson have extensive experience in real estate inveshient,
development, finince and accoimting, with solid proven investor results over extended
petiods of fime in a variety of resl estate investment activities.

A. Brent Payne Michae! R. Olson
Tel: (480)633-6800 Tel: (480) 926-6520
E-mail: brent@steeplerockfunding.cory B-mail: mik pleroclkfundi

Steeple Reck Funding, LLC (AZ MB #0913524)
670 E. Encinas Ave.
Gilbert, AZ 85234

+*The information provided herein is fr informatipaial purpoges.ciily. B s nat intended to be @ offering of pecuritizs
nwor a solicitation to purehage secyritics, Offcrs offsecaritiey can only be fade pursunst s Private Offering Summary.
delivered o qualified offerees. Intracted fartiey may eonpact Counpany representatives Hsted sbove, (Osiober, 2016)

ACC000003
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Stesple Rock Funding, LLC
Schedule of Projected Investor Returns
ETTITYGE — —
|Assumed Capltal Utiflzation $5.00% |of Avaiiable Funds
umed Reserves, Opatating Expanses 3.00%. |of Gross income
Average Borrower Annuél Interest Rate 18.00% | 17.p0% | 16.00% | 15.00%
Multiply byt Assumed Caplial Utilzation ~ 95.00% | 85.00% | 95.00% | 55.00%
Actual Grous interest Inctma on Avaliabie Funds 17.10% | 16.15% [ 15.20% | 14.25%
Less: Reserves, Dperafing Ex D5% | 0.61% | -0.48% | 0.45%
JAnnual Distibutable Fund Profts 16.66% | 16.64% | 14.72% | 13.80%
[nvester Distribution of Fund Prats. . BBET% | BB.67% |GB.67%| 6A.67%
nnual Investor Profit Distribution - Réturn on lirvesiment 11.04% | 1043% | 2.81% | 9.20%
ATimsal inveator Profit Pistibution - $100,000 mvestment §11,048 | $40,427] $9,873 | 35,200
|EnInph #2: —
|Assumed Capital Utlization 50.00% |of Avaliable Funds
sumed Reserves, Operating Expenses 4.00% |of Gross income
[Berrower Annual Interest Rate | 18.06% | 17.00% | 16.00% | 15.00%
Mulfiply hy. Assumed Capial Ufilzation 90.00% | 90,00% | 90.00% | 90.00%
ial Groas interest (ncome on Avallable Funds 18.20%. | 16.30% | 14.40% | 13.50%
: Reserves, Opemting Expenses 0.72% | -068% | -0.84% | -0.60%,
nual Distributabie Fund Profits 15.40% | 1462% | 18.76% | 12.90% |
Jinvestor Distributian of Fund Profiis 56.67% | 66.57/% | B8.67% | 66.67%
| —
fAnnual investor Profit Distribution - Refurn on Invéstment 10:32% | 9.75% | 9.17% | BB0%
I .
{Annunl investor Profit Distribution - $100,000 Invastment $10,320 [ 89,747 | $9.973 | 38,800
lExamplo;s
jAssumid Capital Utilization 85.00% iof Available Funds
}A?sumd Resarves, Operaling Fxpenses _5.00% __|of Gross jncome
Borrower Anfiial inforeat Rete T8.00% | 17,00% | 15.00% | 15.00%
RMuiiply by: Assumed Capita) Utiization 85.00% | 85.00% | 65.00% | 65,00%
Gross Interast Income on Available. Funds. 16.30% | 1445% | 13.60% [ 12.75%
Less: Ressives, Gperating Expenses _ -090% | -0.65% | -0.80% | -0.76%
Annisal Distribitable Fund Proiits ~ 1440% | 1380% | 1280% | 1200%
Investor DIsbUtion of FUnd Profts B6.57% | 8657 | 66.67% | 66.61%
[Annual Investor Profit Distribution - Return on invesiment 9.60% | 9.07% | B.53% | B.00%
JAnnual Investor Profit Distribition - $100,000 Investmant $9,600 | $0,057 [ $8,633 | $8,000_
ACC0ag004
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Framt Cj Hensel (cj hansel @ENNGNN)

T mikesolson(d) e

Diater Mon, November 29, 2018 $:20;3% AM

Ce:

Subject: Re: Executive Summary - Stesple Rock Funding, LLC

Thanlks for your quick response. You can send those dopuments to the following address:
CJ Hansel

AZ NN

From: Mike Glson <mikesolson @i
Tot of.hansals _ ‘
Sent: Fil, November 26, 2014 1:16:13 pM
Subject; re: Exacutive Summary - Steeple Rock Funding, LLC
CJ,
Thanks for your intarest in the Granilts Lean Fund sponsored by Steeple Rock Funding, LLG.
Enclosed s a brief summary outlining our business mode! and investment rationale: Please provide
your mailing address and | will mail {o you our complets private placement documents for review,

Regards,
Mike Olson

Offiee: 480-926-6620
Cell; 4803134953

i SteeplsRockFunding.
AZ Mottgage Broker License #0913524

B SRF EmallLoga

ACC0600005
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From: Cj Hansel (cj. banse] G NNNNERD)

To: mikerolson@i -

Date: Tune, Noversber 30, 2010 8:35:18 AM

Cex

Subject: Re: Brecutive Summary - Steeple Rock Funding, LLC

¥es, 1 do meet those requiremerits. Looking forward o reviewing the matexisd,
7

From Mike Disoir <tmikgrofson il

To: Cj Hanse! @.hémd@P_
Sent: Mon, Navember 79, 2010 11:25:37 AM .
Subject: RE: Executive Summaty - Stesple Reck Funding, LLC

CJ, '

[ will get it In the mall fo you today, however, dus to the nature of the ofterthyg, | will need to first
have you, cenfinn thet you meat the requiremant of being an "accredited investor™ This Is genarally
disfined as having a networth that exceeds $1 MM, exclusiva'of home, home fummishings ahd
automobiles, or individua) income from-all sources in excess of $200,000 in each. of the two most
tecant years.

Thanks,

Mike Ofson

Office: -480-926-6520

480-313-4953
SteapleRockFunding.com
Mortgage Broker License #0913524

E@Mkﬁ

Emall Logo"” sre="cid:1. 2066051563@web112320.mall. gq 1 QNN width=260
bordae=0>
From: C] Hanss! [haifii:t).hansel

Sent: Monday, Noveniber 29, 2010 8:21 AM

Ta: Nike Qlson

SubJect: Re: Exsoutive Summary - Steeple Rock Funding, LLC

Thanks for your quick response. You can sand those documents to ths following address:
CJ Hansel

Az . ACCD00012
FILE #8210
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From: Kike Gisdn <griikertison D el

To: cj.hansei_,
Senit: Fri, Nobember 28, 2010 116113 PM
Subject: ra: Executive Summary - Steéple Rock Funding, LLE

€,

Thanks for your fnterést in the Granite Loan Fund spanserad by Stesple Rock Funding, LLC.
Enclosed is a brief summary outlinidg our business model and invastment rationale. Please provide
your mailtng address and | will mail to you our complete private placemant docurhents for reviéw.

Regards,

Mike Olson.

Office: A80-926-6620
Cell: 480-313:-4953

¥ ¥

ng.com:
A7 Mottgage Broker License #09 13524

] <SPANt=

SRP Emall Logo” sre="cid: 1.2056051563@webt 12320.maﬁ.gq1=" width=209
border=0>
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Frogm: Mike Olson (mikerolson® U

‘Fo! ¢j Jiansel , ' .

Date: Tue, November 30, 2010 4:15:07 PM

Ce:

Subject: BE: Bxecutive Summary - Steeple Rock Fumding, LLC.

CJ,
Thanks, the. documents went in the mail to you today,

Mike Olspn
Office: 480-926-6620

Cell: 480-3 134953
Steeple

AZ Mortgage Bmkm- Lxcense #0913524

A

CFUNDING

From: Cj Hansel [maltiore). haﬁéﬂP

Sent: Tuesday, Novermber 30, 2010 B:36 AM

To: Mike Gison.

Subject: Re: Exscutive Summary - Steeple Rock Funding, LLC

Mike,

Yes, | 'do mest those requirerrients. Looking forward to reviewing the. matérial.
CJ

From: Mike Olsan <mikerolson

: : , 2010 142!
Subject RE: Executive Summary Sheeple Rack Funding, LLG
CJ,

I will gt it i the mail & you today, however, due to tha nature of the offering, | will nead to first
have you confirm that you meet the requirament of being an "accredited invester”, This ts ganerally
defined as having a net-worth that sxceeds $1 MM, sxclusive of home, home fumishings and:

adamcbiles. or individua] income from all sources in excess of $200,000 in each 6f the fwe mdst
recent yaars,

Thanks,

ACCD00014
Mike Dlson FILE #5218
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Office: 480-926-6620
Cell: 480-313-4953
& : U d- FHS.COIMN

diky p H AN g 3,64
AZ Mortgage Broket License #0913524

Error! Filename not specified. SRF Email Loge”
sro="cii:1.2056051553@web 112320, mail. g AN width=209 border=0>
From: Cj Hansel [mal[to:bj.hansal%

Sent; Monday, Noveniber 24, 2010 821 AM

To: Mike Qison ,

Subject: Re: Exacutive Summary - Steeple Reck Funding, LLEG

Thanks for your quigk response, You can sepd those documents to the following address:
CJ Hansel

) AZ N

From: Mike Olson <mikerolsoraiiililip

To: cLhansel OIS

Sent: Fii, Novamber 26, 2010 1:18:13 PM

Subfect: 1e: Executive Summary - Sfeeple Rock Furding, LLC

CJ,

Thanki for your Intarest in the Granite Loan Fund sponsbred by Stesple Rock Funding, LLC.
Endlosed is:a brief sumrhary cutfining our business medel anid investment rationale. Please provida
your mailing address and | will mail fo you our complete private placement documents for review.

Regards,

Mike Olzon

Office; 480-526-6620
Cell: 480-313-4953

5 RackFunding.corny
AZ Mortgage Broker License #0913524

Error! Filename not specified SRF Email Logo” _
sre="cid:1.2056051583@web112320.mail.gq T SN width=208 border=0>
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Steeple Rock

FUMNDINGEG

670 E. Encinas Ave Gllberf, AZ 85234 Tel (480) 926-6620° Fax (602) 208-0114
Arizona M.B. #0913524 WWW. SteepleRockFunding.com

November 30, 2010

RE: Privits Offering Summary of
Granite Loan Fund, LLC

Dear Mx. Hansel,

Thank yon for your interest in participating in our Secured Short—'l‘erm Residential
Trust Deed Investrbent Program through an investment il Granite Lyan Fund, LLC.
Enclosed you will find the following:

a. Private Offering Summary of Granite Loan Fund, LLC

b. Instmction Sheet—for use in comple:ﬁsgme.cmlosed paperwork
¢. Subscription Agreement — 2 copies

d. Operating Agreement Capital Member Signature Page — 2 copies
e. Granite Loan Fund brochare

Please complete the Subscription Agreement and Capital Member Signature Page
following the fnstructions provided in the Instriction Sheet, and Tetary the dociments to us for

processing.
We thank you in advance for tonsidering an nvestinent in Granité Loan Fund, and upion

completion of the subscription documents and investiment fimds, look forward to communicating
with you regularly whesi qiaiterly distiibutions from the fund are processed and disbyrsed.

Best regards,

Myded] Qoo

Michael Olson

Enclosurss:  Private Offaring Summaty (with document package)
Granite Loan Fund Brochare
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DOCUMENT 9,11"3’0

GRANITE LOAN FUND, LLC

An Arizons Limited Liability Company

PRIVATE OFFERING SUMMARY
November 1, 2010
$10,000,000 Equity Offering

400 Membership Interests at $25,000 per Interest

Sponsored by

. N
Steeple Rock

FUNDING

‘Granite Loan Fund, LLC is offering a private offering solely to “A¢credited

Investors™ as defined in Rule 501(a) of the Securities and Exchange
Commission Regulations..

These securitiés have not been approved or disappraved by the Securities and
Exchange Commission (SEC) or thé Arizona Corporation Commission, nor
have such entities passed upon the merits or otherwise approved the offering.

Investors must acquire these interests splely-for purposes of investnyent and
the investors may not sell the investment interests unless and until the
investment inferésts are first registered or qualify for exemption from
registration under the Federal and State of Arizona securities statutes,

ACCOG0020
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PRIVATE OFFERING SUMMARY
An Arizona Limited Liability Company
Navember 1, 2010

Granite Loan Fund, LLC (the “Compeany™ or the *Fund™) is niaking a private
offering by means of this Private Offering Surntnary (the “Stminary” or the
*“Memorandum”) to a small rumber of soplisticated and Accredited Invéstors (as defined
below) on a private placement basis for the creation of 4 pool 6f $10,000,000 for the.
puzpose of praviding short-térm loans to qualified borrowers, secured by first deeds. of
trust on ipn-owner occupied residentia) properties located in Axizona (the “Offering”).
The Company’s investment objextive is to provide superior investment retutns. o its
investors, while maintaining a prudent margin of safety through sound lending practices
and short maturities on loans extended by the Company.

In the current Phoenix metropolitan housing maiket environmient, the Manager (as
defined below) bielieves a substantial opportunity-exists to benefit from the “re-pricing”
of housing inventory in the. Arizona market. Due to the currént lack of available funds
from traditional bank sources, the funding of operators who “bay, fix and tum”
residential properties is occurring either through all equity transactions or thtough a
combination of equity and borrowings from private Jending sources. The Manager
believes thet dug to the relatively short term nature of “buy, fix.and turn” activity (usvally
about 90-120 days from initial purchase date to the date of resale of the bome) targeted
by the prospective borrowers, the “buy, fix and turn” operators arg willing to pay (and -
¢an afford to pay) a relatively high rate of interest pn borrowed funds to support their
activities, while maizitaining an acceptable profit margin for their efforts and invested
equity capital. The estimate of the duration of the loans i based tpon the Manager’s own
experienice and discussions with potential burrowers who Ive béen active in the market.
The Company plans to dddress the “buy, fix and turn’ residential real estate market by
extending shori-termn loans, seeured by first deeds of trust on non-owner eccupied
properties pirehased and renovated by the Company’s. lpan customers.

Management of the Company will vest exchisively in the Manager, which is
Steeple Rock Funding, L1.C, an Arizona liited ligbility company, .All holders of an
equity interést in thie Company shall be menibers of the Company (“Members™). The
powets, duties, and responsibilities of the Manager, and the rights of the Membets are set
forth in an operating agreement to be exetuted by the Manager and thie Members (the
“Operating Agreement”, a copy of which is attached as Exhibit “C™).

The Manager shall be responsible to Tocate and select suitably qualified target
borrowers, review snd underwrite the proposed collateral and to establish and mapage
loans extended by the Company that meet the lending criteria of the Company. The
Company’s lending criteria is attached as an éxhibii to the Company’s Operiting

. ACC000021
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Agreement.

"The Commpany is offering solely to “Accreditéd Investors™ on & “best effoits™ basis
400 membership interests (“Memberslip Interests™ ot “Interests™) at $25,000 each, for a
total equity raise of $10,000,000. The Offering is by subscription (se¢ Subscription
Apgreement attachred as Exhibit “A”) with funds due and payable to the Comipasy upon
execntion of the Subscription Agreement. Investors who execute a Subscription
Agreement and purchase Mcrrmemhlp Interests in the Company are hereinafter referred
to as “Investor(s)”. The minimum investment by a sitgle Investor shall be four @
Membership Interests, for a total minimum investment of $100,000 by each Investor i
the Company. The Opeérating Agreement sets forth the terms governing the Membecship
Interests in the Company.

The Cempany will operate until December 31, 2015 unless’ earlier termrinated by
the terms of the Operating Agreement based upon; ﬂmManager 8 decision that the market.
for the “buy, fix, and turn™ and re-pricing of Arizona residential real estate has completed
its eyele. Upon-such dissolution, the opemtmns of the Company will be terminated, the

‘Company’s assets lignidated and any remaining assets not previously distributed shall be

distributed fo the Members in accordance with the terms of the Operating Agreement.

The Company has béen formed as an Arizona limited liability company, with the
intention that it will be taxed as a partnership. The Manager of the Comopany, Steeple
Rock Furtding, LLC, is a licensed Arizona mortgdge broker, which is owned, operated
and managed by A. Brent Payne and Michael R. Qlson through Paynhe Resources, Inc., an

Arizona corporation {100% awned by Mr. Payne) and Michael R. Olson PLLC, an

Arizona professional limited liability company (100% awned by Mr. Olson). Hereinafter
thie plural term “Managers™ shall refer collectively to Mr. Payne and Mr. Qlson, acting on
behalf of the Manager of the Corapany through the entities set forth sbove. The
Managers wil! have the sole power and authority to use their professignal and business
experience in the feil estate and Jending field to anatyze and evaluate prospective
bomrowers and properties on which loans may be extended for the henefit of the Company
as determined by the Mariapers in theif discrefion. The Operating Agreement of the
Company provides the Manager with broad pawer for such selection and use of its
diseretion, limited by some of the provisjons.in the Operating Agreement. Copies of the
resumes of A, Brent Payne-and Michasl R. Olson ar¢ attachied as Exhibit “B”. A ¢opy of
the Operating Agreement of the Company is attachéd as Exhibit “C®. A projected Use of
Procetds of the Offering is-attached as Exhibit “D”.

THE COMPANY 18 NEWLY FORMED AND HAS NO FINANCIAL
STATEMENTS OR OPERATING HISTORY, BUT IS BEING FORMED TQ TAKE
ADVANTAGE OF THE “BUY, FIX AND TURN” HOUSING MARKET THAT MAY
EXIST UNTIL THE RESIDENTIAL FORECLOSURE CRISES DIMINISHES.
MANAGER BELIEVES THE MARKET HAS CREATED A WINDOW FOR A

AGC000022 P
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PERIOD OF A FEW YEARS THAT THE BUSINESS MODEL SET FORTH IN THIS
SUMMARY CAN BE SUCCESSFUL.

The Fund is bejng created because the Managers believe there are opportunities
available in the current and future Arizonz real estate market for these that have 4 cash
furnd ar cash pool availablé for the purpose of providing short-term loans evidenced by a
promissory note and secured by a first desd of trust on suitable single family residential
propeities to individuals and entities that are purchasing residential real property at
discounted vahues, usually through trustees sales or lender-owngd property sales. These
opportunities cofme on short notice and réquire skill and expertise, which the Managers
belicve they have, to analyze and act upon such opporturiities us they become available.
The success of this venture to make loans as outlined above depends upon the ability to
have the avgilability of 4 pool of cash that can be utilized for these putposes with a short
terny closing, usually the next business day following a potential borruwer's successful
bid at a publie trustee’s sale auction. The Managiers will use their mepcﬁeneei;ﬂ the real
estate, fingnee and lending field and their contacts with numerous entities and individuals
(such as real-estate agents, bidding corspanies, individuals and entitiés that are actively
purchasing foreclosed properties and other real estate contacts) 10 establish a flow of
prospechvc borrowers and lpanis for evaluation and potential action by the Managers,
acung in the best interests of the Company. Quarterly reporting will be provided to
investors in the Company, outlining key vperating data of the Company (such as the
number of outstanding loans, dollar amount of such loans, average loan payoff period
being experienced, average interést rate being achieved, etc.)

The Managers shall use their expertise in evaluating real properties and
prospective borrowers, and conducting reasonable due diligence on the properties t6 serve
as security for l6ans extended by the Company, including title review, valuation data and
other standard due d]llgence items. The target average loan investment on an individual
residential property is expected to be. approximately $120,000.

The Investor should be aware that the Compatiy will be ini the business of
providing first lien res] estate loans on single family residentes and such-businiess will be
subject to normal market risks in the real estate market. The.deeds of trust in which the
Company will irivest are illignid investments, Repayment of loans extended hy the
Compdny will be dependent upen the borrower selling or refinancing the property to
repay the principal amoiunt of the loan. Changing market conditions or fluctoations in
interest rates could materially affect the performance of the Company. Cormpetition from
“buy, fix and turn™ operators other than the Company’s borrowers, other lenders and the
interest rates they charge, and other real €dtate invegtors, speculators or deyelopers
presence in this market could affect the outcome of the-Company’s business plan.

Attached hereto as Exhibit “E” is a Sehedule of Projected Investor Returns to
provide the Investor with 4 range of potential returns if the program runs suecesshilly and

ACC000023 3
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remaing fully iavested (85% - 95% of available funds placed in lgans that meet the
Company’s underwriting criteris). Actual returng tay vary-significantly based ypon the
risk factors outlined above and the ability.of the Manager to locate suitable loans and
replace inataring and paid off loats with new loans to keep the Fund-portfolio fully
invested. During any period of time that all or some of the Company’s funds are not
placed with loans (the non-invested porfion of the Fund portfolio}, the non-invested fiinds
will be placed in a money market fund to generate a return, but such money market
Tnvestment will lower the overall rate of return to the Fund. There can hé no guaranty
that the Projected Investor Retums can be achievet.

n the event of a borrower defanlt, the Company’s sole remedy-will be to foreclose
on the property and resell the secured property .as the laans will be 4 “purchase money”™
loan on a single family residénce and therefore pursuant to Arizona law, non- recourse to
the borrower except in certain limited instances (fraud or intentional waste or intentional.
destruction of the property). While the Company will require the borrower to pay 20%-
25% of the purchase price as an equity dawn payment upen purchase of tlie praperty, in
the event of a default, and the lender taking title 1o the praperty, the lender will bear the.
cests of ownership itil the propeérty can bé resold and there can be no gugranty that the
property may he sold for an airiourit (net of selling cosis) in excess of the loar balance. I{
the borrower files a baitkruptcy procéeding, it can delay the foreclosure process and
increass costs. As outlined in the businags plan, the Company plans to hold back up to

5.00% of the gross interest income of the Company to cover operating expenses and to
hold the balance as reserves for funding expenses and costs associated with borrbwer
defoults. While this amount is estimated based upon Manager’s business judgment; there

can be no assurances that such reserve estimate will he adegnate.

The Manager shall receive the following iters of comperisation in connection
with the formation, management and operation of the Company:

(i) Atihe inception of each loan extended by the Company, the Manager
will charge the berrower an origination fee, which is normally 4 flat dollar figure
of $1,000 - $1,200 per deed of trustloan. ‘This loan erigination fée will be paid
directly to Steeple Rock Funding, L1.C {Manager) by the borrower ynder the loan
documents in consideration of the services rendered in originating the loan.
Steeple Rock Funding, LLC is 2 mortgage broker licensed by the State of Arizona;

(if) Manager, who shall also be a Member of the Company (with & capital
ontribution of $100), shall reczive a distribution of a portion the Annual
Distributable Profits ef the Company as sst forth herein and in the Opeiating
Agreement; and

{iii) reimbursement of the costs of this Offering-and start up costs of the
Campany.as set forth on Exhibit “D”.

ACE000024
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The Operating Agreement provides that the Company shall retain an amount, to
be determined by the Manager, of up to 5.00% of the gross interest income received by
the Comipany, 4s a reserve fund (the ‘Reserve Fund”) to be kept available for the purpose
of funding operating expenses of the Company sind any-costs associated with foreclosure
of loans, property taxes, thaintenancé, insurance etc. in commection with any defaults that
may occhr on the part of botrewers to whom the Cornpany has extended a. Ioan. Subject

to the 5.00% limitation set farth herein and in the Operating Agreement, Managér may

adjust the amount of retention of fimds into the Company’s Reserve Pund based on
operating experience and anticipated futare needs.

» The annusl distributable profits of the Company are defined hierein and in the
Operating Agregment as the gross interest income received by the Company from loans
exterrded by the Company, minus the direct costs and expenses incurred by the Company
in connection with it operations, minus the retention of funds into the Company’s
Reserve Fund described in the preceding paragraph {the *Annual Distributable Profits”).
The Annual Distributable Profits shall be distributed 66.67% to the Inivestors and 33.33%
to Steeple Rock Funding, LLC as get forth in the Qperating Agreement.

The Operating Agreement will provide that the Annual Distribuitable Prafits of the
Company shall be.distributed to the Members as follows:

(®) During the initial four.(4) quarters of the Company"s operation, each
Investor shall receive an interim guarterly distribution (the “Interim
Quirtérly Distribution™) equil to 1.5% of the Investor’s total ¢apital
investment (or a pro-rata pertion thereof'in the event of an' investaient by
the Investor during the quarter), payable Janusry 15, April 15, July 15 and
Qctober 15.

(b)  For the fifth (5™) and subsequent guarters of the Company’s operation, each
Investor shall receive an Interim Quarterly Distribution equal to 2.0% of the
Investor’s total capifal investment (or a pro-mta portion thereof in the event
of an investrhent by the Investor during thé quarter), payable January 15,
April 15, July 15 and October 15.

{c)  Simultaneous with and conditioned upon the Interim Quarterly
Distributions having been made'to the Investors and further conditioned
upon the Company having achieved sufficient profits to provide finds for
such distribytion during the preceding quarter, Steeple Rock Funding, LLC
shall, commencing with the first quarter of operations, receive an Interim
Quarterly Distribution-equal to 50% of the aggregate Interim Quarterly
Distributions paid 1o the Investors, payable January 15, April 15, July 15,
and Qctaber 15.

ACCO00028
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(d) At the end of each calendar year, an acoounting of the Company’s income
and expenses from' operations shall be made. Upon completion of the
accounting, the Company shall distribite to the Mermbers of record at the
end of the calendar year, an amtunt equal to the Ariniual Distributable
Profits of the Comipany, less the ameunts previcusly distributed during the
calendar year.as Interim Quarterly Distributions as set forth above (the
*Annual Final Distribution™). The anmnal 4ecounting and Armual Final
Distribution shall be made to the Investors on ot before April 15 ofthe
following year.

It is the intent of the Manager that the life of the Fund be for approximately five
(5) years. Accordingly, investment in Membership Interests of the Company is for a
periad from the date of investment through approximately December 31, 2015. In
accordance with the terriis of thé Operating Agreement, Manager may start winding down
the business and make liquidating distributions to the Members in the event Mtinager
determines that the market window for thiis investment has endéd. However, the

Tnvestors should plan on the investment being-illiquid andnd return. of capital will take

place-until the-end of the busingss plan (December 31, 2015). Notwithstanding the
foregoing, after December 31, 2011, in the event an Investor wishes to withdraw a
portion or all of his or her investruént in the Company, the Company will seek to
accommodate the early retwn. of investor funds on the following basis:

() All requests will be processed on a first in first out basis.

(i) Investor shall provide written notice to the Manager of its request to
withdraw funds from the Campany.

(iii) Utilizing available funds from the Company’s cash balances (recognizing
the need to be able to continue to fund Joans o maintain an operating business) and funds
provided from normal maturities and payoffs of loans (retaining 50% of any such lean
payoif for loan reinvestment in accordance with the business plan), Manager shall, on a
reasonable efforts basis, disburse funds fo th requesting Investor. Any such distribution
shall reduce the requesting Investor's capital d¢count.

(iv) Upon an event of early withdrawal of funds, payment of the Intenm
Quarterly Distribution pertaining to the withdrawn fasids shall be pro-rated, based on the
peried of time the funds were invested.

(v} Upbn ati event of early withdrawal of fands by an Investor, the Annual
Final Distribustion pertaining to the fimds withdrawn shall be forfeited, ard shall become
part of the pool of funds to be distributed 1o those Investors remaining invested in the

Fund. ACC000026
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While the Managers, based upén their experience, observation and study of the
Arizona residential real estate market, believe that significant profits ean be achieved by
methodical selection of loans, borrewers and real property to act as security for loans,
there:can be no guarantees that the anticipated profits can be achieved.

The Investor should be aware that all investments, inchuding an investment in the
Company, carry certain risks. Risk factars associated with this investment including the
following:

1. Lack of potential lending opportunities and/or qualified borrowers

2, Failore by the Manager to underwrite and make loan investments in accordance
with established eriteria and procednres as set forth in the Operating
Agreement

3. Inability of barrowers 16 sell dr refinance the real éstate securing loans
extended by the Comipany

4. Deterioration of value of underlying collateral real estate securing loans
extended by the Company

S. Borrower default rates higher than estimated by the manager is creating the
business plan {based on historical dats, estimated at less than 1.0% of loans
extended)

6. No protection agsinst inflation is offered by this investment

7. Income fromi an invesiment in the Company will likely be taxed as™ordinary
income” or “interest income”. Members should ¢onsult their Gwn tix counsel
to determine the tax treatment and its suitability for their circumnstances.

8. The investment will not be highly liquid.

9. Changing market conditions or interest rates could materially affect the
Company and its business plan.

10. There is no market for the Intezests and they cannot be resold or assigned
withiout complying with applicable securities laws.

Each investar is provided with this Private Offering Summary. Each investor is
invited to ask such questidns as it may have to the Managers, who may be contacted at
the address and phone number lsted in this Private Offeting Summary.

~ The Manager will be a Member of the Company. Additionally, Manager or any
affiliate of the Mamager may invest gn the same bagsis as other Capital Members, and shall
have the same rights as other Capital Members.

It i$ intended that the Company shall be taxed as 4 partnership. The Comipany
intehds 16 make distributions of sufficient cash to cover any taxes paysble as a result of
the Coripany’s operations. As a partnership, taxetion of the Corpany’s incoms ig taxed
at the partner’s levél, with eagh partier allocated a pro rata share of the “partnership

ACC000027
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income". Each Investor should consuli their own tax advisor.

The Membership Interests in the Company aré not transferable, nor is there any
market for the Interests: The Interests are not registered under any securities laws of the
United States or any state. They are offéred only as a private offering to a fimited nurnber
of sophisticated investors, who are also Accredited Investors. The investment should only
be made by an investor with substantial assets that can afford the potential Joss and does
not need to have a high degres of liquidity in the investment.

To subscribe for Membership Interests, the Investor should complete the attached
Subscription Agreeinent attached as Exhibit “B” and make g check paysble for the
amount of the investment to: “Granite Loan Fand, LLC”

The Managers are available to answer any questions or provide additional
informatior. The Manager’s phone numibers and mailing address is as follows:

A. Brent Payrie Tel:  480-633-6800
Michael R. Olson  Tel: 480-926-6620

Steeple Rock Funding, LLC
670 E. Encinas Ave.
Gilbert, AZ 85234

The Membership Interests dre speculative securities. These sécuritiés have
not been approved or disappreved kry the Securities and Exchange Commission nor
bas the Commission nor any state agency or the Arizona Corporation Commission
passed upon the accoracy or adequacy of this Memorandum. Any representation to
the ¢ontrary is a criminal offénse.

The securities offered by this Memorandum have not been registersd under the
Securities Act.of 1933, as amended (the “Securities Act™, and are offered for sale in
reliance upor the exemption provided by Section 4(2) of such Act reldting to transactions
not involving & public afferinig: Because the securities are not registered under the
Securities Act or the securities laws of any state, the Investor nmst held them indefinitely
uniless; (i) they are registered under the Securities Act and any applicable state securities
acts; (ii) the Investor obtains an opinion of counsel satisfactory to the Manager of the.
Company to the effect that registration is notTequired under the Securifies Act.and
applicable state laws; or (iii) the Manager permits the sale, transfer or other disposition of
the securities by the Investor as provided hierein. No public market exists for the
Membership Interests and the Coiipany does not expect that such a market for resale of
the Membership Interests will develop.

The Company: is effering the Membership Interests on 2 “best efforts” basis. The
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Company will cortinue to.offer Membership Interests unitil the full Offering of 400
Membership Interests comprising capital in the amount of $10,000,000 is completéd or
until December 31, 2011, whichever shall occur first.

'This Memorandum does not constitute an offer to sell or a solicitation of an offer

to purchase the Membership Interests in any state or to any-person to whem it is unlawful
to make such offer or solicitation and does not constitute an offer to sell or solicitation to

any member of the general public. The Memarandum constitutes an offer enly to the
authorized recipient fiom the Cpmipany. This Memorandum has be¢n prepared solely for
the benefit of investors mterested in the proposed purchase of the Memibership Interests
offered hereby. Any distribution of this Memorandum to any person other than the
recipient (or to those individuals whom heé may retain to advise himy with respect thereto)
is unautharized, and any reproduction of this Memorandum in whole or in part, or the
divalgence of any of its contents without the prior written ¢onsent of the Companry, is
unauthorized and prohibited, The reeipient, by acdepting delivery of this Meraorandum,

" agrees to return this Memorandum and all documents furnished herewith to the Company

or its representatives if the recipient does not purchase any of the Membetship Interests
offered hereby or if the Offéring is withdrawn or terminated.

The delivery of this Mémorandum at any time subsequeit to the date hereof does
nat imply thit the information contained hérein is correct as of the time of delivery.
Prospective iivestars are net to copstrue the contents of this Memorandum as legal, tax
or investment advice. Bach investor should consult his &ir her own counsel, accountant
and business advisor as to legal, tax and related matters concerning an investment in the.
Membership Interests.

No dealer or salesperson has heen authiorized to give any infonmation or make any
representatiolis or warranties, either express or implied, ether than those which may. be
contained in this Memorandum or gther documents tnclizded herein or in written supple-
ments to this Memoranddm and, if given or made, such inforihation, representations and
warranties must not be relied upen by any potential investor.

During the course of the Offering and prior to sale; each prospective investor and
his or her purchaser representativels), if any, are invited to ask questions of and obtain
additional information from the Company concerning the terms and eonditions of the
Offering, the Campany, its Affiliates; and any other relevant matters, including, but not
limited to, additiona) information to verify the accuracy of the information set forth in the
Memoranduri. The Compady will provide such information fo the extent it possesses or
can agquire such informatioh without unreasonable effort or expense. Answers o
questions and additional information may be given orily by the Company and its duly
awthorized Wmsenmﬁves Information, representations or warrantics received from any
other persan or in any ather manner must not be relied upon as having been authorized by the
Company.

ACC000020
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The. Membership Interests are offered by the Company subject.to recejpt and
acceptance of subscriptions, the right to reject any subscription in whele or in part or
withdraw, cancel or modify the Offering without notice to potential investors, and to
certain other cuonditions as set forth in the Memerandum.

‘WHO MAY INVEST

The Membezship Intérests are being offered through this Memeoranduin without
registration under the Securities Act pursuant to the exemption from the registration
reguirements of such Act provided by Section 4(2) thereof and Raule 506 of Regulation D
promulgated thereunder (“Rule 5067) . Ruile. 506 restricts the miniber gnd nature of
purchasers of securities offered pursuant thereto.

Nature of Purchasers

Ini order for the Company to qualify this Offering as a Rule 506 offering, the
Company will sell Membership Interests only to these investors who are “Accredited
Investors,” as such term i§ defined in Rule 501{a) of Regulstion D, in the sols discretion
of the-Company.

Accredited Investors are these investors who meet at least one of the following
standards or others sef forth in Rule 501(a) of Regulation I, which 4re described in more:
detail in the Subscription Agreement which is-attached as Fxhibit “A™: .

(8)  $1,000,000 Net Worth. The'investor is a natural persen and his or her net
worth, either individually or jomntly with his or hier spouse, exceeds $1,000,000, exclusive
of home, home furnishings and autornebiles;

()  $200,000 Income. The investor is b nutural person who has had individual
income from all sources (without fusluding any income of his or her spouse unless such
spouse is a co-purchaser) in excess of $200,000 in each of the two most recent years.or
joint incame with that person’s spouse in excess of $300,000 in each of those years and
has a reasenable expectation of reaching the same leve] of income in the current year;

(c) Parinership, Corporate or other Entity Investors. In general, a
partnership, corporafion, revotable or granter trust or unihcorporated association is
deemed to be an Accredited Investar ifall of the equity owners of fhat entity (orin the
case-of & revocable or grantar trust, all persons with the power to revoke the trust) qualify
as Accredited Investors under subparagraph (a) or (b} zbove; and

(d)  Trust or Employee Benefit Plan Investors. In generzl, 2 qualified
employee benefit plan or trust will qualify as en Accredited Investor if (i) the entity is an
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employee benefit plan within the meaning of Title I of the Employee Retirement Income
Security Act of 1974, and the investment decision is made by-a Plan fiduciary, as defined
in Section 3(21) of such Act which is a bank, savings and loan sssociation, insurance
company ar registered investment advisor, or (ii) the entity is a qualified profit sharing or
defined contribution Plan, the Plan provides for segregated accounts for each Plan
participant, the governing documents of the Plays provide that each participant may direct
the trustee to invest his or her funds in the investment vehicles of his or her choice and.
the purchase of Membership Interests is made pursuant to an exercise by the Plan
participant, whe is an Accredited Investor under Subpéragraph (a) ar (b) above, of such
power to direct the nvestrireiits of hi§ or her segregated account; or (iii) it is a revocable.
trust and each Person with the power te revoke the trust qualifies as an Accrédited
Investor under. subparagraph (a) or (b) above. Any penision plan, simployes benefit plin er
IRA investor should chetk with their plan tax adyisors prior ta investing regarding the
taxation of this investment.

General Suftability Standards

Membetship Interests will be sald, at the discretion of the Company, only to a
person (i) who purchases af least four (4) Membership Interests, unless the Company, in
its sole discretion, pemlxts the purchase of fewer than four (4) Membership Interests and
(it) who represents in writing that he qualifics.as an Accredited Investor,

A brezch by an Investor of any of his or her representations rtade to the Company
which regults in a loss by the Company of the registration exemption pravided by _
Regulation D or other exernption will cause such investar to be lable to the Company for
all damages and to losses proximately cansed thereby.

The basis for establishing the foregping standards inchude the relative lack of
liquidity of the Membership Interests, the risks inherent in ah investoient in the
Membership Interests and possible-adverse tax consequences of a premsture sale of any
Membership Interests. The foregoing standards represent minimum requirements for a
prospective purchaser and the Company reserves the right to rejest any subscription
notwith§tahding compliance with these standards or to apply mere stringent suitability
standards, Membership Interests may-also be sold to corporations, partnerships,
employee benefit plans frusts and other entities meeting the foregoing requirements.

(i) “Individual income” mians adjusted gross income, as reported for Federal
Income Tax purposes, less-any income attritytable toa spouse or to property owned by a
spouse, increased by the following amounts (but not including amy amoutits attributable
1o & spouse.or to property owned by s spouse unless such spouse is a co-purchaser) : (i)
contributions to a prefit sharing or defined penefit plan made on behalf of the individual,
to the extent of his or her vested interest under the plans, (if) the amount of eny interest

ACC000031
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1meorne received which 5s tax-exempt nnder Section 103 of the Intemal Revenue Code
(the “Code™),

(i) (i) the amount of losses-clairhed ds a limited parfoer in a limited

partnership (as reported on Schedule E of Farm 1040) and (iv) any deduction claimed for
depletion under Saction 611 ef seq. of the Code.
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Exhibit “A”
Exhibit “B”

Exhibit “C”

Exhibit “D”

Exbibit “E”
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Exhibit “A®

Granite Loan Fund, LLC
An Arizona Limited Liability Company

SUBSCRIPTION AGREEMENT FOR MEMBERSHIP INTERESTS
AND
SPECIAL LIMITED POWER OF ATTORNEY

Granite Loat Fund, LLC, an Arizond limited liability company (the “Company™),
of which Steeple Rack Fundmg, LLCis the Manager (refetred to hereinafier as-the
“Manager”) is to be operated in accordance with the Operating Agreement of Granite
Loan Fund, LLC (the “Ciperating Agreement”) inelnded as Exhibit “A” in the Private
Offering Summary dated November 1, 2010 (the “Memorandum”), firnished to the
undersigned herewith, has been fgnmd to-make secured loans an residential non-owner
occupied real property located in Arizona as selected by the Managers, as described in
the Memorandum, and is offering 400 Membership Ititerests of $25,000 each 4s described
in the Memorandum, for purposes.of raising a fund to invest in secured loans as rote
fully deseribed in the Memorandum.

. 1. Subseription. Subject to the terms and coriditions hereof and the provisions of
the Operating Agreement, the undersigned hereby irrevocably tenders this Subseription
Agreement for the purchase of _ Membership Interests, together with the payment in
cash or by check of § ($25,000 per Membership Ioterest). Tender of
the above-mentioned funds, this Agreement, and other required subscription documents
(the “Subscripfion Docurnents™ shall be made by delivery of samé to the Manager, 670
E. Encinas Avenue, Gilbert, Arizona, 85234. The check should be made payable to
Granite Loan Fumd, LL.C. The funds, plus:-atty intérest earned thereon, this Agreement
and the Subseription Doecuments will be held for the benefit of the nndersigned by the
Manager and will be promiptly returned to the undersigned if the Manager elects not to
proceed with the Offering.

2. Adoption of Operating Agreement. The undersigned acknpwledges receipt af
the Memorandurmn aid the Qperating Agreement which is attached to the Memeorandum as
Exhibit “A”, artd the undersigned specifically a¢cepts and adapis each and every
provision of the Operating Agreemerit.

tof M 110 Rejeet Subscription. The undersigned acknowledges that
the Manager shail have the absolute right to accept or reject this subscription.

4. Representations and Warmnties, The undersigned hereby makes the following
represeritations and warranties to the Manager and the Company:

(2) 1 have sufficient liquid assets to pay the amourit dug for the

SIIIDIIIDBIBIBIDIIBIDDIDIAIDIBDDPDDIDIIOODODUOVOIIEDS
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Membership Interests to which I am spbscribing under the Subscription Agreement.

(b) () 1 have adequate means of providing for my current needs and
possible parsona] contingencies, and I have no need for liquidity with regard to my
investment in the Company, and (ii} I have a net worth sufficient to bear the risk of losing
my entire investment in the Company; and (jii) 1 kave a net worth (exclusive of home,
furnighings, and automobiles) of at least $1,000,000 or had income for the:two previous
tax years-of at least $200,000 per year or if the substriber is an entity (corpotation,
lirnited liahjlity company or partnership) such entity has in'excess of §5,000, 000 in assets
and was not formed for the-purpose of this investment; and (iv) I can bear the risk of
losing my entire investment in the Company, and (v) I have, alone-or togeﬁxe,r with my
Purchaser Representative (as hereinafter defined), such knowledge and experienee in
financjal and business matters that 1 am.capable of evaluating the relative risks and merits
of this investment; and (vi) I do not have an overall coramitment to non-readily
marketable ihveéstments whick is disproportionate to my net worth and the investment
subscribed for herein will not cause such overall commitment to become excessive.

(c) The address set forth below is-my trué and comect residence, and I
have no present intention of becoming a resident of any other state or jurisdiction.

(@) 1bave received and read and am familiar with the Operating
Agreement, the Memorandum, and this Subscription Agreement, and I confirm that all
documents, records and bocks pertaining to the Company and requested by me have heen
miade available to me.

(e). ‘The undeisigned has had an opportunity to ask questions of and
receive answers from the Managers, ora peisen or persons acting on its behalf,
concerning the terms and conditions of this investrment.

(f) 1understand that the Membership Interests have not been registeid
under the Securities Act of 1933 or, with certain exceptions, any state securities acts, in
reliance on ane or more exemptions from registration under the Securities Act of 1933 or
under guch state acts, and I further understand that I am purchasing an Interest in the
Company without being furnished any offering literature or prospectas cther thah the
Memorandum and promotional and sales literature prepared by the Company as
deseribed in the Memorandum.

(g) TheMembership Interests for which 1 hereby subseribe are being
acquired solely for my own aceount, for investment and are niot being purchased with a
view to or for the resale; distribution, subdivision or fractionalization thereof; 1 have no
present plans to enter into any stich contract, undertaking, agreerent or arrangement. In
order to induce the Company to issue and sell the Membership Interests subscribed for
hereby to me; it is agregd that the Company will have no obligation to recognize the
ownership, beneficial or otherwise, of such Membership Iiterests by anyone but me.

ACCO00038
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(h) 1have received, compléted and returned to the Manager the Purchaser
Questionnaire relating to-my generil ability to bear the risks of an investment in the
Company and my suitability as an investor, and T hereby affirm the comectness of my
answers in such Questionnaire,

() Tacknowledge and am aware of the following:

(i) That the Company has no financial or operating history; that this
ig the Company’s first venture and the Interests are speculative investments which
involvé a high degrge of risk of loss bry me of my =ntire investment in the Company.

(i) There are substantiel restrictions an the fransferability of the
Membership Interests; the Membership Intérests will niot be, and investors in the
Company have notights to require that the Membership Interests be registered under the
Securities Act of 1933; there will be no publit market forthe Membership Interests; [
will not be able to avail myself of the provisions 6f Rule 144 adopted By the Securities
and Exchange Commission under the Securities Act of 1933 with respect to the resale of
the Membership Interests; and accordingly, I may have to hald the Membership Interests
indefinitely and that it may not be possible for me to liguidate-my investment in the

Campariy.

{iii) THE TAX EFFECTS WHICH MAY BE EXPECTED BY THE.
COMPANY ARE NOT SUSCEPTIBLE TO ABSOLUTE PREDICTION, AND NEW
DEVELOPMENTS IN RULINGS OF THE INTERMAL REVENUE SERVICE, AUDIT
ADJUSTMENTS, COURT DECISIONS OR LEGISLATIVE CHANGES MAY HAVE

ADVERSE EFFECT ON ONE OR MORE OF THE TAX CONSEQUENCES SOUGHT
BY
THE COMPANY TO BE TAXED.

(iv) That I have been advised that the following person will receive
from the Company compensation as 4 broker or finder in connection with my purchase of
Membership Interests (if NONE, so indicate):

(initial)

(v) That it never has been represented, guaranteed or warranted to
me:by any broker, the Manager, its agent§, or- employees or any other person, expressly
or by implication, any of the following:

(A) The exact length of time that ] will be required to
remnain as owner of my Membetship Inferests.
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(B) THE PERCENTAGE OF PROFIT AND/OR
AMOUNT OF
OR TYPE OF CONSIDERATION, PROFIT OR LOSS (INCLUDING TAX WRITE-
OFFS AND/OR TAX BENEFITS) TO BE REALIZED, IF ANY, AS A RESULY OF
THIS VENTURE.

(C) That the past performance or expetience of the Manager
or any Affiliate, or of any other person, will in any way indicate the predictable results of
the ownership of Membership Triterests or of the overall Company vénture,

() Iamaresident of the State of ifapplicable; 1
herehy acknowledge the matters set out on Exhibit 1 attached hereto and incorporated by
this reference. (Please indicate ac]mgwledgment of the foregeing by initisling in the
space provided.

(imitial)

The foregoing representations énd warranties aré true and accurate as of the date
Yereaf apd shall be true and accurate as of the date of delivery of the fimds tothe
Company: and shall survive such delivery. If inany respéct such representations and
warranties shall not be troe and sécurate prior te delivery of the finds, I-shall give written

notice of such fact to the Manager and to;my Purchaser Representative, if any, specifying

which representations and warranties are not true. and accusate and the reagons therefore.

5. Indemmtfication. I acknowledge that I understand the meaning and Jegal
consequences. of the representations and warranties contained in Section 4 hersof, and |
hereby agree to indemnify and held harmless the Cormpany, each Member thereof, and
the Mendger, from and against any and all loss,-damage or habxhty due to or arising out
of a breach of any representation or warranty miade by me in this mnstriment.

6. Title. 1desire to take title to my Membership Iriterests as follows:
_ (8) Individually, as-a single person
____ (B) Husband and Wife, as community propetty’
—__(e) Yointtenants
_ {d) Tenantsin common
___ (e) Separite property
(D Ascustodian of
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under the Uniform Gifts to Minors Act
(g) Other, eg. corporite, parmership, custodian, trustee, ete.

Indicate exatt namse and present address:

1 wish to receive periodic npdates fram the Fund by e-mail at the.
following ¢-mail address:

7. Special and Lingited I-’mm of Attorney.

(a) The undersigned herehy constitutes and appoints A. Brent Payne and
Michael R. Qlson, or either of them atting individually, in writing, the undersigned’s true
and lawful agent and attomey-in-fact (with full power in such atterney to snbstitute
anofhier aftormey in such attorney’s place aund to revoke such substitution), to make,
eéxecuté, swear to and acknowledge, amend, file, record, deliver and publish in the
undersigned®s name, place and stead in any manner which he could do if pérsonally
present to the-extent permitted by law any one or more of the following:

(i) An Operating Agreement substantially ja form of Exhibit A to
the Memorandum as well as amenddignts thersto, under the Iaws pf Arizoss and any
other state in which a certificate is required to be filed.

(i) Anyamdiall instruments or docurients (A) that may be.
appropriate to reflect (1) a change in the name or the location of the principal place of
business of the Company, (2) the disposition by a Member of an imterest in the Company
or any part théreof, (3) the substifution or'addition of a person beceming a Member of the
Campany, (4) a distribation and reduction in thé capital contribution of a Member, (5) a
change in the capital of the Company, (6) the adshission of new Mémbers in accordance
with Sections 6.1 and.62 of the Operating Agreement; and (B) any and all amendmenls
thereto or medifications or restatements thereof.

(iii) All certificates and other instrunents netessary to gualify or
continue the Company as-a limited lability campany in the jurigdictions where the
Company may be doing business, including, but not limited to, any fictitious or assumed
namie certificate required or permitted to be filed by or on behalf of the Company.

{iv) Any other instrament which is now or which may hereafter be
required by law to be filed for or on behalf of the Company.
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{v) Al documents and instraments which may be required to effect
the dissolution and termination of the Conpany in accordance with the provisions of the
Operating Agréement.

(vi) All such othea' documents or mstmmemts inciuding, but rot

(b) The power of attomney corieurrently grented by each Merhber to A.
Brent Payne and Michael R. Olson, or either of them acting individuslly:

(i) Is a special power of attorney coupled with an interest, and is
irrevocable and shall survive the death, legal iricapacity; bankruptcy, inselvency or
dissolution of the undersigned to the extent that the undersigned may legally contract for
such sarvival; '

(i) Muy be exercised by a facsimile signature of A- Brent Payne or
Michael R. Ol¢on, or by listing the undersigned and all otier Members fof whom action
is being taken pursnant ta like power of attorney next to e single signature of A, Brent
Payne or Michael R. Qlson on'an exhibit to any document executed by A. Brent Payne or
Michael R. Olson pursuant hereto;

(iii), Shall survive the delivery of an assignment by a Member of
the whole or any portion of his or her Membership Interest; except that where the

assignee thereof has been approved by the' Managers for admission to the Company as 2

substituted Member, the powsr of attorney shall survive the delivery of such assignment
for the sole purpose of enabling A. Brent Payne or Michael R. Olson to execiite,
acknowledge and file any instnument necessary to effect such substitution.

This Specml power of attorney dees not supersede any part of the Operating
Agreement nor is it ta be used tp deprive the undersigned of any-gf his or her rights. It is
intended only. to provide a simplified system for execution of docuiments. If required, the
undersigned shall executé-and deliver to the Manager, within five days afier the receipt of
a request therefor, such additional designations, powers of attorney or otber instruments
as the Manager shall reasonably deem necessary for the purposes of this provision.

8. No Waiver. Natwithstanding any of the representations, warranties,
acknowledgments or agreements made herein by the undessigned, the undersigned does
not hereby or in any other marmer waive any rights granted to him under the: federal or
state secorities laws.

9. Transferability. The undersigned shall not transfer or assign thig Agreement
or any of his or her interests herein, and shall assign or transfer the Interests acquired
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hereto only in accordanee with the Operating Agreement.

16. Revocation. The undersigned shall nat ¢ancel, terminate or revoke this
Agreemrent or any agreetnent of the undersigned made heretmder. This Agreemnt shall
survive the death or disability of the undersigned except as provided below.

~ 11. Termination. If the Manager elécts, in its sole discretion, not to commplete the
Offering, thex this Agreement shall be null and void and of no further force and effect
and no party shall have amy rights against any other party hereunder or under the
Operating Agreement; atid the Manager as Eserow Agent shall promptly return te the
undersigned the funds, the Subscription Docuiments; and this Agreement.

12. Miscellanepys,

(a) All notices or other communications given or made hereunder shall
be ir writing and slall be delivered or mailed by registered or certified mail, return
receipt requested, postage prepaid, to the Manager, Steeple Rock Funding, LLC, 670 E.
Encinas Avenue, Giltbert, Arizona, 85234,

(b) Notwithstanding the place where this Agreement is executed by any
of the parties hereto, the parties expressly agree that all of the terms and provisions hereof
sheill be construed in accordance with and govérned by the laws of the State of Arizona.

(¢) This Agreement constitutes the entire agreement between the parties
hereto with respect to the subject matter hereof, and may be amended enly by a writmg.
executed by all parties hereto.

ALL SIGNATURES APPEAR ON THE FOLLOWING PAGE
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Granite Loan Pund
Subscription Agreement
SUBSCRIBER:
Dated:
Signature of Subscriber
Dated:
Signature of Subscriber

(see néxi page for subscriber information).

ACCEPTED ON BEHALF OF COMPANY BY:

Dated: By
Signature on behalf of Manager
Printed Name
All checks should be made payable ta:
Granite Loan Fund, LLC
670 E. Encirias Avenue
Gilbert, AZ 85234
ACC0O00041
FILE #5210
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Subseription Agreemient

Pleass print or type:

Subscriber’s Name(s):

Principal Residence/Business Address:

Social Security/Tax ID Number(s):

Name(s) and Address{es)
of Purchaser Representative(s), if any:

AECO00042
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GENERAL ACKNOWLEDGMENT
(for use by all indjvidual spbseribers)
STATE OF 3
_ . Jss.
COUNTY of )
On this day of ,20____, before me, 2 notary
public in and for the foregoing jurisdiction, personally appeared
whao reside(s) at to me known-and known tome

to be the persen(s) who executed the forégoing instrument, and he (they) acknowliedged
1o me that the same was: executed by him (them) individually; that the statements made
therein are true to the best of his 6r her (their) knowledge, information and belief, and
that such execution eonstitutes his or her (their) own free act and deed.

IN WITNESS WHEREOF, I'have hereunto set my hand and affixed my official
sezl on the day, month and year first abiove written,

Netary Public

My Commission Expires:
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FLE #8218

-23-



VKV IRV IR IV IRT MY IRV Y NV BB NV IRV A B IV N7 N N NU T BE AN N N An BN BN N R B B B B A R R B K B K B R

ENTITY ACKNOWLEDGMENT
STATE OF )
o )ss.
COUNTY of )

On this day of ,20 |, hefore me, a notary public in
and for the foregoing jurisdietion, personally appeared , who Teside(s)
al
to me krown and known to me to be the person(s) who executed the foregoing
instrurent, and known by me to be the of

,a , and he
arshe acknowledged to me that the samie was executed by him or her in such capacity
pursuant to authority, given by the appropriate guthotity of such entity, that the
staternents made therein are trueto. the best of his.or her knowledge, infofmation 4nd
belief, and that such execution constitutes his or her own free act and deed.

IN WITNESS WHEREOF, T hsve hereunto set my hand and affixed my official
seal on the day, manth and year first above written.

Notary Public

My Cormmission Expires:
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Exhihit “B”

Granite Loan Fund, LL.C
Amn-Arizona Limited Liability Company

Professional Biography of
A. Brent Payne
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Exhibit “B™

Granite Lean Fond, LLC
An Arizona Limited Liability Company

Professional Biography of
Michael R. Olson
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Exhibit “C”

Granjte Loan Fund, LLC
An Arizona Limited Liabjlity Company

Operating Agreement

TEE INTERESTS EVIDENCED BY THIS AGREEMENT HAVE NOT BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, A8 AMENDED, CR
THE LAWS OF THE STATE OF ARIZONA OR OTHER STATES. THE
INTERESTS MAY NOT BE SOLD OR QFFERED IN THE ABSENCE OF AN
EFFECTIVE REGISTRATION STATEMENT FOR THE INTERESTS UNDER
THE SECURITIES ACT OF 1933, AS AMENDED, AND SUCH STATE LAWS
AS MAY BE APPLICABLE, OR AN OPINION OF COUNSEL SATISFACTORY
TO THE COMPANY THAT SUCH REGISTRATION IS NOT REQUIRED.
ADDITIONAL RESTRICTIONS ON TRANSFER QF THE INTERESTS ARE
SET FORTH IN THIS AGREEMENT.

OPERATING AGREEMENT OF
GRANITE LOAN FUND, LLC
an Arizona limjted liability company

This Operating Agreement (the "Agreement”) s made and entered into as of
November 1, 2010 by and ameng the partles identified on Exhibit A hereto (individually,
a "Member," and collectively, the "Members™).

Arficles of Organization have been filed with the Arizona Corporation
Commission to create a limited liability company to engage in business as Granite Loan
Fund, LLC, an Arizona limited liability tompany (the "Companty”). Thé Members desire
to organize the Company under the Arizona Limited Liability Company Act (the "Act”")
and agree as follows:

ARTICLE 1. FORMATION, NAME, PURPOSE AND DEFINITIONS

1.1 Formation. Pursuant to the Act, an Arizona mited liability company bas
been formed effective upon the, filing of the Articles of Organization of the Company
with the Arizona Corperation Commission. The Members shall perform all filing,
publication and other acts as are necessary or appropriate to complete formation and
permit operation of the Company under the Act,

1.2 Intent. It is tie Members' intént that the Company be operated in a marmer
consistent with its treatment as a "partnership” for federal and state income tax purposes.
The Tax Matters Partner (as defined in Section 4.7) Is authorized to make the election to
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he 'so treated by federal and state tax authorities, by filing LR S. Form 8832 or otherwise,
if he deems such action necessary or advisable. It is-also the Members' intent that the-
Company niot be-qperated or treated 85 a. "partnership® for purposes of Séction 303 of the
United States Bankmptoy Code. No Member shall take any action inconsistent with this
Section 1.2.

1.3 Name. The name of the Company shall be "Granite Loz Fund, LLC",

1.4 Purpose. The purpose of the Company shall be to (&) invest in loans secured
by first deeds of trust on residential properties in the state of Arizona, and (b) engage in
any other lawful business as may be approved in writing by all the Members. The
purpese and business of the Company dnd the operating policies énd procedures of the
Company are:set forth in Exhibit “B” attached hereto.

1.5 Repistered Office and Place of Busingss. The Company’s registered office
shall be in Maritopa County, Arizona or sugh other place as the Manager shall determirie
in its sole discretion. The Carmpany may also have such other offites, anywhere within
or without the State of Arizona, as the Members may determine from time to time, or the
busingss of the Cornpany may require.

1.6 Term. The existence of the Cempany shall commence upon the filing of its
Articles of Organization with the Arizons Corporation Commnission and shall confinue
until such time us if shall be terminated under the provisions of Article 8.

1.7 Members. The names and addresses of the Members of the Company are as
set forth on Exhibit A attached hereto and incorparated herein. The Authorized Agent of
each entity Membier is also listed o said Exhibit “A™.

1.8 Agent for Service of Process, Thename and address of the agent for service
of process for the Company is Steeple Rock Funding, LLC, 670 E. Bncinas Avenue,
Gilbert, Arizona 85234, or such other berson as the Members may appoint from time to
time.

1.9 Definitions. In addition to the terms defined elsewhere herein, the following
terms shall have the meanings assigned to them, unless the context otherwise reguires:

a. "Agreement" means this Operating Apreement as hereafier amended or
modified in writing with the consent of all the Members.

“Anriual Distributable Profits” means the interest income generated
from the loan activities or money nrarket investments of the Company Jess the
amounts 1o be held in reserve as set forth in Section 1.9(r) of this Agreement. The
Annual Distribitable Profits of the Compariy shall be distributed to the Members
in a series of Interim Quarterly Distributions each April 15, July 15, October 15
and January 15 together with a Final Anmusl Distribution, all zs set forth n
Section 5.2 of this Apreement.
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c. “Authorized Agent" shall mean that individual designated and thereby
authorized by an etitity Member to exercise, on such entity Member’s behalf, any
and all voting and other management rights of such entity Member in the
Company.

d. Capital Acéount™ means the account established and maintaimed for
each Member in accordance with this Agreement and capital dcconnting rules of
applicable Treasury Regnlations,

4 é. Capital Confrbution” means any contribution o the capital of the
Companty in cash, property or services by a Member whenever made. "Initial
Capita] Contribution” shall mean the initial contributions to the capital of the
Company made pursuant to Seetion 2.1 hereof  "Additienal Capital
Contributions” shall mean any contibutions made pursuapt to Section 2.2 of this
Agreement.

f. “Capital Member” rneans a Member who has invested in the Company
and contributed capital pursuant to the Private Qffering Summary dated November
1, 2010.

g. "Code" means the Intemal Revenue Code of 1986, as amended from
time to tire.

h "Distabutable Proceeds” means all cash, revenues and funds réceived
from Company operatigns, less the sum of the following 16 the eéxterit paid or set
aside by the Mémbeis: :

1. all principal and interest (including contingent interest) payments an
indebtedness of the Company ad all other sums paid 1o lenders;

ii. all cash expenditures incurred incident to the normal eperation of the
Compény's business (including expenditures contemplated by
Section 2.8); and

iii. all Reserves.

i. "Fiscal Year" means the Company's fiseal year, which shall be the
calendar year.

j. P"Losses" means, for each Fiscal Year, the losses and deductions of the
Company determined in -accordance with accounting principles consistently
applied from year to year under the cash basis method of accounting and as
reported, separafely or in the agpregate (as appropriate), on the Company's
information tax retorn filed for federal income tax purposes, plus any expenditures
described in Section 705(a)(2)(B) of the Code.
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k. "Membei" means each party who. exeputes & counterpart of this.
Agretment ag 2 Member and each party who may hereafler become an additional
orsubstituted Member.

L. “Membefship Interest(s)” méans an equity interest in the Company
owned by a Member. The term “Interést™ i used interchangeably with
“Membership biterest™ in this Agreement.

m. “Offering” mieans the offer of the Company to sell Membership
Interests in the Company under the terms of the Private Offering Summary.

n. "Percenfage Interest” means the percentage interests in the Profits and
Losses of the Company as set firth on Exhibit A hereto.

. "Person” meshs any corporation, limited liability company, matural
person ﬁnn, Joint vettture, partnership, trust, umingorporited organization,

governmient or any deparhngnt or agency: there:of_, snd their respective heirs,

executors, administratars, legal representatives, suceessors, and assigns.

p. “Private Offering Summary” means the Private Offering Shmniary of
Granite Loan Fund, LLC, an Arizona limited liability company, dated November
1, 2010 by which the Company is offering to sell Membership Tnterests in the

Company.
q. "Profits" means, for each Fiscal Year, the inceme and gains of the

. Company determined in. accordance with accounting, principles consistently

applied from year to year under the cash basis method of accounting and as
reparted, separately or in the aggregate (as appropriate), on the Company's
information tax retarn filed for federal income tax purposes, plus any income
described in Section 705(a)(1){B) of the Code.

"Reserves" means, with respect to any fiscal period, funds set aside by
the Manager to gover (i) the normal operating expenses of the Company and (i)
any costs .associated with foreclosure of loans, property tixes, maintenance,
insurince efc. in comnection with any defaults that may oecur on the part of
borrowers to whom the Company has extended a loan. Manager may reserve an
dmount of up to five percent (5.00%) of the gross interest income received by the
Company to fund the Reserve fund, and may adjust the amount so reserved froin
time to time based on experience of the Company and Mavager’s professional
assessment of funds likely to be needed for the above purposes.

s. "Treasury Regulations" means the regulations issued under the Code hy
the United States Department of the Treasury.

t. "Withdrawal Event" means those events and circumgtances listed in

Section 29-733 of the Aet.
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ARTICLE 2. CAPITALIZATION OF THE COMPANY

2.] Inmitial Capital Conpribubtons. The original ecapital of the Company shall
consist of that certain cash, other property {or use thereof}, services rendered or other
valuable consideration contributed to the Comipany by the Members as set forth on
Exhibit A attached hereto and incorporsted hierein. The Company intends to offer for
sale, sell and issue 400 Membership Interests in the Company 1o Cupital Members
pursuant to the Private Offering Smnmary for a purchase price of $25,000.00 per Interest
(the “Interest Price™), for a total capital raise of $10,000,000.00 (the *Offering Amount™)
in Interests #nd to admit persons who purchase the stime as Members holding Imerests
subject to the provisions of this Agreement. The Company may sell, pursuant to the
Private Qffering Summary, through: December 31, 2011.

2.2 Additional Capital Contributions. Each Member agrees to pay inr proportion
to the Original Capital Contributions its proportionate share of any Additional Capital
Contributions approved in writiog by all the Membess.

2.3 Capital Accounts. An individual Capital Account shall be maintained on the
books of the Comipany for each Member.

2.4 Interest on and Return of Capital Contributions. No Memtrer shall be entitled
to interest on such Member's Capital Contributions or to the retumn of such Member's
Capital Contribution, except as otherwisé specifically provided by this Agreement.

2.5 Priority and Retarn of Capital. No Member shal} have priority over any other
Mermber, either as to the return of Capital Contributions or as ta distributions m the
nature of a return of eapital to Members, except a8 provided in Section 2.6 below.

2.6 Withdrawal of Cspital. Ne withdrawals of Capital will he panmﬁed until
December 31, 2011. After that date, if a Capital Member Wwishes t5-withdraw a portion ar
all of hig mvestmentm the Company, the Company will seck to accommodate the early
return of a Capital Member’s Capital Aceount on the following basis:

b. The Capital Member shall provide written request to the Manager of its
request to withdraw funds from the Company. The request shall be for net less
than 10% of such Capital Member’s Capifal Account. Withdrawal requests mxder
this settion may be submiitted fo Manager not more than 2 times during each
calentar year by a Capital Member,

¢. Utilizing available funds from the Company’s cash balances
(recagnizing theé needs to be able to contimié to fund loans to maintain a
continuing business) and finds pravided from fature maturities of loans (retaining
50% of any such loan maturity payoff for loan reinvestment in acoordance with
the Company’s husiness plan), Manager shall, ‘an a reasonsble efforts basis,

ACT000051
-3) . FiLE #8218




LR A A A A B A A A A N A N A A A A A A K N A N E E R B R EUETRTETRETRT R NSRS

disburse funds to the requesting Capital Member. Any such distribittion shall
reduce the requesting Capital Mermber's Capital Account.

d. Upon an event of sarly withdrawal of fimds by a Capital Member imder
this section, payment of the Interim Quarterly Distribution (set forth in Section 52
of thig Agreemem) pertaining to the withdrawn funds shall be pro-rated based on
the period of time the withdrawn funds were invested.

¢; Upon an event of early withdrawal of funds by a Capital Member under
this section, the Annnal Final Distribution pertaining to the withdrawn fands shall
be forfeited -and shall become part of the pool of fimds to be distributed to the
remaining Members.

2.7 Compensation For Services. No compensation shall be payable te any
Member except ag set forth herein or as otherwise approved in wntmg by all of the
Mémbers. The Members acknowledge thaf the Manager may receive cornpensatien for
services directly from third-parties in commettion with transactions involving the
Company inchuding loan ofigination fees in connection with loans made by the Comopany
to.such third-parties us set forth it Section 3.8 of this Agreement.

2.8 Third Party Benefits. Notwithstanding anything herein to thé contrary, no
creditor or other party shall be deemied a third party benefictary of any obligation of any
ar all of the Members 1o contribute capital to the Company under this Agreement.

ARTICLE 3. MANAGEMENT

3.1 Mapagement by Manager. Management of the Company shall be by a
manager (the “Manager”) appointed by unanimous consemt of the Members. The

Members hereby appaint Steeple Rock Funding, LLC fo act as the Company’s initial
Manager.. The Manager shall divect, mariage dnd contro} the business of the Company to
the best of its ability and shall have full and complete authority, power and discretion to
make any and all decisions and to do ‘any and all things which they shall deem to be
reasonably required to accomplish the busines§ and objectives of the Company, mbject to
the policies and procedureés set forth in Exhibit “B™ attached hereto and made a part
hereof by reference.

32 Rights, Powers & Autherity of the Manager, The Manager may act on
behalf of the Company and execute documents which bind the Company, subject only to,

the limitations set forth in this Agreement.

3.3 Manager Have No Exclusive Duty to Company. The Manager shall devote
sich time and effoit to its duties as may be necessary to promote adequately the business
of the Company; provided, however, that it is specifically understood that the Manager
shall not be required to devote its entire time to the Company's business, and any
Manager or Member mdy at any time and from time to time engage in and possess
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interests in other business ventures of any and every type and description, including
without limitation, the ownerskip, operation, and management of Steeple Rock Funding,
LLC and related emtities (which may be in competition with the Company),
independently or with others, and teither the Corapsny nor any Member shall by virtue
of this Agreement have any right, title, inferest, or claim in or to such independent
ventures; provided, however, no Manager or Member shall be authorized or allowed to
compete with the Coinpany in a manmer that would be harmful 1o the Company.

3.4 Bank Accounts. The Manager may from time to time open bank accounts in
the nzme of the Company, and Manager may designate signatories on' such bank
accounts,

3.5 Indemnity of the Members. The Manager shall be indemnified by the
Company to the fullest extent permitted by applicable law.

3.6 Resignation; Removal. The Manaper may resign at any time by providing
15 day: prior written notice to the Members. Upon such resignatior, 2 rew Manager shall
be elected by a majority in interest of the Capital Members. The Manager may be
reroved at dhy time, without cduse, by the unanimous vote of the Capital Members. and,
with cause, by thie vote of those Membérs owning greater than 50% of the Percentage
Interests. Such removal shall not affect a Mansger's vther rights and Liabilities as a
Member. For purpases of this Agreement, “cause” shall mean:

a. Conduct by the Manager that. subjects the Company to liability for the
Manager’s actions or that damages the reputation or business of the Company,
which conduct continues to exist after wriiten notice to the Manager and
expiration of a thirty (30) day peridd fo curé such conduct; or

. Conduct which is in violation of any material provision of this
Agreement, which conduct continues to exist after written natice to the Manager
and expiration of a thirty (30) day period fo cure such conduct.

3.7 Exculpation and Indemnity of Mapagér. The Mariager shall not be required to
devote all of its time or business. efforts to the affairs of the Company but shall devete so
much of its time and attention to the Company as is necessary and advisable to

-successfully manage the affairs of the Company. The Manager, its principals, Members,

officers, directors, stockhiolders, affiliates and employees or their successors or assigns,
shall not be liable tp th¢ Company or the Members and shall be indemnified by the
‘Cdmpany for any los§ or damage resulting from any -act or omission performed or
orbitted in good faith which shdll not constitute frand, gress negligence or willful
mdlfeasatice pursuant to. the authority granted hereunder fo promote the interests of the
Company. Moreover the Manager shall not be liable fo the Company 6r the Members
because any taxing authorities disallow or adjust any deduetions or credits in the
Company income tax rgtumns. Anything in this Agreement' to the contrary
notwithstanding, the Manager shall not be lisble for the return of the Capital
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Contributions of the Members or for any portion tirereaf or for any Distribution, it being
expressly understood that any Member Capitsl Contributions er other Distributions shall
be made solely from the assets of the Company nor shall the Manager be reqiriced to pay
to the Company or tb any Member any Capital Contribution or distribution deficits of any
Member upon dissolution or vtheérwise

3.8 Manager Compensation. The Manager shall be entitled to compengation as
set forth in this Agréement. Flrst, the. Members acknowledge thaf the Manager is a
licensed mertgage broker, and it is intended that the Manager will receive an origination
fee from borrowers of the Company in the amomit of appraximately $1,000 o $1,200 per

deed of trust or lean. The Ioan origination fee will bepaid directly to the Manager by

such borrower under the loan documents fn consideration for thie services rendered in
originating the loan.

The Manager, as a Metnber with a $£100.00- Capital Contribution, shall receive
33.33% (one-third) of the Antiual Distributable Profits from the. lending operation as set
forth in Section 5.2.

Mariager shall also be reimbursed the costs it has irreurred in the formation
of the Company, including legal fees for the Private Offering Summary, creation of loan
document formats, and foomation of the Company as more fully set fotth in the Use of
Proceeds schedule, (shown as Exhibit “D” te the Private Offering Summary).

ARTICLE 4. BOOKS AND RECORDS

4.1 Accounting Records. The Manager shall maintain. and preserve at the
Company's principal office adequate accoisititig records, including any records required
to be midintained pursuant tothe Act.

42 Inspection. All books, records, and accounts of the Company at all times
shall be open to inspecton by all Members.

4.3 Accousting Basis and Method. The Company books shall be kept in
accordance with the accounting method followed by the Company for federal income tax
purposes. The books and recerds of the Company shall be mamtained in accordance with
generally accepted accounting principles, consistently applied.

44 Financial Rggm_ng“' g. Pedodically, the Mariager shall balance the Company
books and prepare an operating statement showirig the results of operations during that

period and the cumulative results of operations for that year which shall be made

available to each Member.

4.5 Annial Finaneial Reporting. The Company's books shall be.closed at the end
of each Fiscal Year, and the Manager shall prépare statements showing the results of
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operations which shall be supplied to all Members. ‘When issued and affirmed a2s correct
by the Manager, the anfiua} statements shall be deemed final and binding, except for
manifest errors discovered prior to the end of the follawing Fiseal Year. Issuance of the
annual statements shall be made concument with the distribution of the Annual
Distributable Profits ta Members 4t the end of each Fiscal Year (sich requirement not
being intended to prechide the Quarterly Interim Distribntions during the Fiscal Year),

4.6 Returns and Other Elections. The Manager shall caise the preparation and
timely filing of all tax retums required to be filed by the Company pursiant to the Code
and all other tax retums deemed necessary and required in each jurisdiction in which the
Company does business. Coples of such retwmns, or pertinent information therefrom,
shall be furnished to the Membears within a reasonable time after the end of the
Company's Fiscal Year. All elections permitted to be made by the Company under
federa) or state tax laws shall be made by the Manager.

4.7 Tax Matters for the Company. Steeple Rock Funding, LLC is designated as
"Tax Matters Partner” (as defined in Section 6231 of the Code) to represent the Company
(at the Company's expense) in connettion with all examinations of the Campany's affairs.
by tax autherities and 16 expend Company fiinds for professional services and costs
associated thergwith.

ARTICLE 5. PROFITS, LOSSES AND DISTRIBUTIONS

5.1 Profits and Losses. Profits afid Losses shall be allocsted to the Members in
propomon to their respective Percentage Interests.

5.2 Distributions. Gompany is in the business of loaning money on first tmst
deed loan p@smons and wcewmg mterest mcom;: on such. loans. Reserve fimds will be
income from these twa somces shall be. the mmua] gross income of the Company, to
establish the Annnal Distributable Profits as defined in sectisn 1.9(). The Anmal
Distibutable Profits shall be distibuted 56.67% to the Capital Members and 33.33% to
Stesple Rock Funding, LLC under the formula set forth below. The Annual stmbutable
Prefits of the Company shall be digtributed to the Members as follows:

a. During the initial four (4) quarters of the Company’s operation, each
Capital Member shall receive: an inmterim quarterly distribution (the “Interim
Quarterly Distribution”) equal to 1.5% of the Capjtal Member’s total Capital
Account (or a pro-rata portion thereof in the évent of an investment by the Capital
Member during the qudrter) payable Jantary 15, April 15, July 15-and QOctober 15.

b: For the fifth (5"') and subsequent quarters of the Company's operation,
each Capital Member shall receive an Interim Quarterly Distribution equal to 2.0%
of the Capital Member's total Capital Account (or a pro-rata portion thereof in the
event of an investment by the Capital Member diwing the quarter), payable
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Jammary 15, April 15, July 15 and Qctober 15.

¢. Simultancous with and conditioned upon the Interim Quarterly
Disttibutions having been paid to the Capital Members and further conditioned
upen the Company having achieved sufficient profits to provide funds fer such
distribution during the preceding quarter, Steeple Rock Funding, LLC shall,
commencing with the first quarter of Company operations, receive an Interim
Quarterly Distribution équal to 50% of the aggregate Interim Quarterly
Distributions paid to the Capital Members, payable Jamuary 15, April 15, July 15,
and October 15.

d. At the end of each ealendar year, an accounting of the Coripany’s
incortie and expenses from gperations shall be made: Upon vompletion of the
accounting, the. Company shall distribute to the Members of record at the end of
the calendar year, an amount equal to the. Annual Distribatable Profits of the
Company, less the amounts previously distributed during the calendar year -as
Interim Quarterly Distributions as xet forth sbove. {the “Annual Final
Distribution™). The armal accointing and Aamual Final Distribution shall be
made te the Capital Members on or before April 15 of the following year. The
final accounting shall make the total distributions equalize out so that Capital
Members receive 66.67% of the total distritmtions (Quarterly Interim stmbutwns

plus the Final Aromal Distribution) and Steeple Rock Funding, LLC shall receive
33 33% of such total distributions. Notwithstanding. the foregoing, in no event
shall the total distributions to Capital Investors for each calendar year be less t’han
the sum eof the Interim Quaiterly Distributions set forth above.

The Company shall withhold any amounts required to be w-ithhbld pursuant to the
Code, and all such amounts withheld pursnant te the Code ar any provisions of state or
lacal tax ldw shall be included as a distribution to such Member and shall be treated ag
amounts distributed pursuant to this Section 5.2.

All such distributions to the Capital Membars shall be distributed among the
Capital Members in accordance with their Capital Actount Percenitages. The Capital
Account Percentage shall be the Capital Aecount of such Capital Member in rélationship
to the total Capital Accounts of all Capital Members. The Capital Account Percentage of
the Capital Members may vary from time-to-time as additiona] Capital Members arc
added pursuant to the Private Offering Summary, end certain Capital Members may have.
received early distributions from their Capital Accpunt ptisiiant to Section 2.6 above.

Disteitnitioms. of printipal of loan andoimts pr distributions upon liquidation of the
Company shall be made first to the Capital Members pro rata in accordance with their
Capital Account percentages until the Capital Accounts have been redugced to zero, and,

thereafter, to the-Members in accordance with their Percentage Interests.
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3 Li stributions. No distribution shall be declared -and paid
unless, aﬁer the msmbumm is made the assets of the Company exceed all liabilities of”
the Company, &xcept liabilities to Menibers on account of their Capital Contributions.

5.4 Loaris to the Company, Nothini in this Agreement shall prevent any Member
from making secured or unsecured loins to the Company on terms propesed by the
Manager and approved by all Members.

5.5 Special Allo¢ations,

a. Qualified Income Offset. No allocation of Losses shall be made that
would canse or increase a deficit balance in g Member's Capital Account {(adjusted
as required by Section 1.7041(6)2)GNAII(6)) of the Treasury Regulations in
excess of any pertion that such Member is obligated to restore as of the end of the
Fiscal Year to which such aflocation relates. Profits shall be alloeated to a
Member who unexpectedly receives an adjistrent, allocation por distribution
described in Section 1.7041(b}(2)()(d)(4)(6) of the Treasury Regulations
according to a qualified income offset meeting the requirements of the proviso to
that Section.

b. Section 704(c) Allocations Profits and Losses with réspect to any
property contributed to the Company shall, solely for tax purposes, be allocated
among the Mémbers so as ta take account of any disparity upon contribution
between the value of {he property and its adjusted tex basis, as required by Section
704(c) of the Cdde and applicable Treasury Regulations. The Members may make
reasonable eurative .allocations to reduce smeh disparities within the rules of
Section 1.7043(c}(3) of the Tredsury Regulations to offSet the dffect, in past or
present years, of the ceiling rule limitation described in that regolation. Members’
Capital Accounts shall be adjusted in accordmce with Section 1.7041(b)2)(v)(&)
of the Treasury Regulanons for allocations made under this paragraph. In any
other circtinstances in which Capital Accounts properly reflect value of property
that differs from its #diusted tax basis, such a3 in the case of revaluation of
preperty, subsequént allocations of Profit and Loss shall take aceount of such
differences in the same manner as provided in this paragraph for contributed
property.

c. Non-recourse Deductions end Minimnfn  Gdin.  Non-recourse
deductions {which can arise omly when the Company's non-recourse liabilities
exceed the basis of assets subject therete and are detérmined consistent with
section 1.7042(c) of the Treasury Regulations) for any period shall be allocated
among.the Memberx in praportion to their Percentage Interests. If there is a net
decrease in miniomin gain (which also can arise only when the Company's non-
recourse liabilities exceed the basis of the asseéts subject thereto and is-definied in
section 1.7042(b)(2) of the Treasury Regulations) for any period, each Member
shall be specially allocated Profits pursuant to a minimum gain chargeback
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meeting the requirements of sestion 1.7042(f) of the Treasnry Regulations, subject
tp the exceptions and waiver refetred to. therein.

d. Member Non-recours¢ Deductions and Mininmm Gein. Any member
non-recourse deduction (which can arise only when & Company non-récourse
liability for which a Member has the econemic risk of Joss, whether as creditor or
guarentar, exceeds the basis of assets subject thereto) for any period shall be
speciglly allocated to the Member-wha bears the risk of loss with respect 1o the

.member non=recourse debt to which such member nén-recourse deduction is

attributable, 4ll in & manner consistent with section 1.7042@) of the Treasury
Regulations. If during any period thete is a net decrease in member non-recourse
debt minirem gain (a$ defined for partners in section 1.7042() of the Treasury
Regulations) for any period, dach Member with a ghare thereof shall be specially
dllocated. Profits pursuant to a member non-recourse debt minimmmn gain
chargeback, all in a manner consistent with section’ 1.7042(i)(4) of the Treasury
Regulations, subject to the exceptions and waiver referred to therein. Allocations
purstiant to this paragraph and the prededing paragraph shall be made pursiant to.
the erdering rules of section 1.7042() of the Treasuty Regulations.

e. Other Allocations. The Members shall make such other special
allocations as are required i order to comply with any mandatory pravision of the
applicable Treasury Regulations orto. reflect a Membey's egonornic interest in this
Company defermined with reference’ to such Member's right to receive
distributions from this Company and such Member's obligation to pay-its expenses
and liabilities. ..

f. Acknowledgemient. The Members are aware of the income tax
consequences of the allocations made herein and licreby agree to be bound by sich
allocatigns. in reporting théir share of Company income and loss for income tax
purposes.

ARTICLE 6. RIGHTS AND OBLIGATIONS OF MEMBERS
6.1 Additionsl Members, After the formatisn of the Company, new Capital

Members may be added te the Company porsuant to the Private Offering Summary dated
November 1, 2010 until such time as the Offering is fully subscribed at $10,009,000, or
December 31, 2011, the end of the Offering. Thereafter, no. Capital Members may be
added to-the Company except upon such terms and for such consideration as-the: Capital
Members, by imanimous vate, shdll determine. No new Capital Members shall be
erititled to any retroactive sllocation of Profits and Losses nor Annual Distributable
Profits. Pro rata allocations of Profits and Losses and Anmual Distributable Profits shall
be made to an additiondl Capital Member for that portion of the Company's Fiseal Year
in which an additional Capita] Member was admitted, in accordance with the provisions.
of Section 706(d) of the Code and the Treasury Regulations promulgated fHersunder.
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6.2 Restrictions ot Transfér of Interest. Ne Meimber and no representative of a
deceased or incompetent Member may assign, sell, transfer; pledge er hypatheeate any of
the Member's interest in the Company. No assignee of an interest of a Member shall
beconie a Member of the Company without the prior written consent of all of the
Members. Notwithstanding the fomgomg resteictions, the Members hereby consent ta
any future transfer of a Member's interest in the Cornpany by en individual Member to a
family trust, limited partriership, limited liability coinpany or other entity for estate
planning purpeses; provided, however, that should any Person othier than such
transferring individual Member become autharized by such transferee to vote and
otherwise deal with the interest bemg transferred, then such transfer shall thereafter be
considered a transfer of the economic benefits of snch interest without the accompanying
rights to vote and/or otherwise participate in the management of the Company. Also
notwithstanding the foregeing restrictions, the Members herely consent to any future
trangfer of a Member’s interest in the Company by an: entity: Member to any affiliate of
such entity that has the same Authorized Agemt as the transferripg entity Member;
provided, however, that shonld the transferes entity later designate an Authorized Agent
différent from that of the transferring entity Member, then such transfer shall thereafier
ke considered a tramsfer of thé economic beénefits of such interest without the

accompanying rights to vote dnd/or otherwise participate in the munagement of the

Company. NO MEMBER MAY TRANSFER OR ASSIGN THE MEMBERSHIP
INTERESTS WITHOUT COMPLYING WITH AN EXEMFPTION TO THE
APPLICAPLE SECURITIES LAWS.

6.3 Limitation of Liability. Each Member's and the Manager’s liability for the
debts and obligations of the Company shall be limited as set forth in Section 29-651 of
the Act and other applicable law.

64 Authorized Agents. That individual execnting this Agreement on hehalf of
an entity Member shall be such éntity Member’s initial designsted Authorized Agent and
shall continue in such capacity wntil such time as an individual affiliated with. such entity
Mermber, and having apparent méanagement authority with' respect thereto, notifies the
Manager; in wiiting, to the comtrary. If mhore than ene individual executés thig
Agreement on behalf of an entity Member, then such individuals shall collectively be
considered the Member's Authorized Agent. Until the time of any such notification, the
Manager 4nd each other Member shall be entitled to rely on each Authorized Agent’s
complete and full authority to deal with its entity Member’s interest in the Company and
shall have no obligation to question or investigate the continuance of such autherity.

ARTICLE 7, MEETINGS OF MEMBERS

7.1 Annual Meetirig. At the discretion of the: Manager ar at the request of ten
percent (10%) or more 6f the Capital Members, an anrmal meeting of the Members may
be held in April of each year, or at such other time as shall be determineéd by the
Members, commencing with the year 2011. At the annual meecting, if any, the Members.
shall transact such business as may be properly brought before the meeting.
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7.2 8pecial Meetings. Special meetings of the Members, for any purpose or
purposes, may be called by the Manager or the request of ten ‘percent (10%) of the
Capital Members .

7.3 Place of Meetings. The Manager may designate any place, within or without
the State of Arizons, as the place of mesting. Any suth meeting, whether annual or
gpecial, may be held by conference telephone, intermet or similar communications
equipment by means of which all persons pammpatmg in the meefing can hear or
cominunicate with each other, and participation in & miéeting in such manner shall
constitite presence in person at such meeting.

74 Notice of Mectimg. Written netice of any meeting of the Members stating the
place, date and hour of the meeﬁng and, in the case of a spetial rheeting, the parpose or
purposes for which the meeting is called, shall be given, eithier pexsonally or by mail,
facsimile, Email or other ¢lectronic means, to sach Member entitled to vote at such
mieeting not less than fen (10} nor more than fifty (50) days before the dat¢ of the
meeting, If miailed, such rotice shall be deemed to be delivered when mailed to. the
Member at his or her addtess as it appears on the books of the Company. If transmitted
electronieally, such natice shall be deemied to be delivered on the date of such
trapsmission to the number, if any, for the respective Meriber which has been supplied

by such Member and itlentified as the Member's numbér.

7.5 Fixing of Record Date. For purposes of detcrmining the Members entitled to
notice of or to vote at any mceting of Members or any adjournment thereof, or Members
entitled fo receive payment of any distributign, or in order to make a determimation of
Members for any other proper purpese, the date on which notive of the meeting is
delivered or mailed or the date ont which the resolution ‘declaring such distribution is
adepted, as the case may be, shall be the record date for such determinatign of Memibers.
When a determination of Menibers entitled to vote at any meeting of Members has been
made as provided in this Section, such determination shall apply to any adjournment
thereof.

76 Quorum. Sixty percent (60%) of the Members; represented il person or by
proxy, shall constitute a quorum at any meeting of the Members. If a quorum shall not be
present or represented at any meeting of the Members, the Metubers entitled to vote at the
meeting, present in person or répresented by jwoxy, shall have the power to adjoium the
mesting to another time and place, without potice cther than announcement at the
meeting &t which adjournment is taken, untl a quorum shall be present or represented.
At such adjourned meeting at which # quorurh js present or represented, any business
may be transacted which might have been transacted at the miceting as originally notified.
If the adjournnment is for more than thirty (30) day§ (of such longer period as may be
permitted by applicable law), or if afler the adjoummeént a new record date is fixed for the
adjourned meeting, a notice of the adjowmed meeting shall be given to each Member of
record entitled to vote at the meeting.

ACC000060
FILE #8210

- 40 -




LA N R E R A A A N A R A R A XA R R A A A S A AR AN A NA SRR A A B A B K N &K B

7.7 VYoting. At any mecting. of the Meimbers, if & quorum is present, the
affirmative vote of a all of the Members shail be the act of the Mémbers, unless the vote:
of a greater or lesser proportion or muiiber is otherwise réquifed by the Act, the Asticles
of Organizatien or this Agreement.

7.8 Proxies. At every meeting of Members, a Member may vote in person ir by
proxy exéeuted in writing by the Member or a duly authorized attorney-in-fact. Such

proxy shall be filed Wwith the Members hefore or ot the time of the meeting. No proxy

shall be valid after eleven (11) months fors its date, unless the proxy provides for 4
lenger period.

7.9 Action Without 8 Meeting. Any uction required or permitted to be taken at
any annual or special mesting of Members may be taken without 8 meeting, without priar
notice and witheut a vote, if 2 consent by signahure in writing, setting forth the action so
taken, shall be signed by the pércentage or number of Members required to take or
approve such action. The reeord date for determining Members entitled to take action
without 2 meeting shall be the date the first Member signs a written Gonsent.

7.10 Waiver of Notice. Attendance of a Member at a meehng shall constitute
waiver of notice of such meetmg, except when such attendance is for the purpose of
protesting that the meeting ig not lawfully called or canvened. Any Meniber may waive
notice of ény anhual or special megting of Members by executing a written waiver of
netice gither before, at or after the time of the meeting,

ARTICLE 8. DISSOLUTION AND TERMINATION
8.1 Dissglhution.

a. The Company shall dissolve upon the cecurrence of any of the
following events:

i.  the date ypon which the Company sells all er substantially all of its
-assets;

ii. by the wpanimous written agreement of all Members;

fii. upon the entry of a decree of dissolution wnder Section 29-785 of
the Act;

iv: upon the determination by the Manager that the Company business
is no longer sustainable hecanse the market no longer exists for the
short term first ien home loans that wag designated as thé purpose
of the Company, or the Manager defermines that the operations of
the Company are not sufficiently profitable on an on-going basis to
sustain the Interim Clarterly Distritnitionis defined in Sectien 5.2
of this Agreement; or
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v.  On December 31, 2015.

~b. As sogn as possible following dis$ohition, the Manager shell execute
and file a Notice of Windiiig Up with the Arizona Corporation Commission.

8.2 Eifeet of Filing of Notice of Winding Up. Upon the dissolution of the
Company, the Cnmpany shall cease to .carry en its business, except insofir a5 may be
necessary for the winding up of its business, but iis separate existence shall continue until
Articles of Termination have been filed with the Arizona Corporation Commission of
until & deeree disselving the Company has been entered by a court of competent
jurigdiction.

83 Windi ion anid Distribution of Asets.

4. Upon dissolution, an accounting shall be made by the Manager or the
Campany's independent accountants af the accounts of the Company and -of the
Company's assety, liabjlities end operations, from the date of the last previeus
accounting until the date of dissplution. The Manager shall immediately proceed
16 wind up the affairs of the Company.

‘ b. If the Company js dissolved and its affairs are to be wopnd up, the
Manager shall (i) sell or otherwise liquidate all of the Company's assets as
promptly as practicible (excépt to the exfent the Manager may determine to
distribute any assets lo the Meinbets in kind), (i) allocate’ any Profit or Loss
resulting from such sales- to the Membeis' Capital Accoumts, (iii) discharge all
labilities of the Corpany (other than liabilities to Members), including all cests
relating to the disselution, winding up, -and . liquidation and distribution of assets,
(iv) establish such reserves as may be reasonably necessary ta provide for
contingent liabilities -of the Company (for purposes. of determining the Capital
Accounts of the Members, the amounts of such reserves shall be deemed fo be an
expense of the Company), (v) discharge. any liabilitics of the Compaity 6 the
Members other than on aceount of their interests in Company capital or profits, and.
(1) distribute the reihaining assets in the following order:

i.  If any assets of the Compaiy are to be disfributed in kind, the net
fair market value of such assets as of the daté of dissolution shall
be determined by independent appraisal or by agreement of the
Members. Such assets shall be deemed to have been sold
immediately before the date of dissolufion for their fair market
value, and the Capital Accounts of the Members shall be adjusted
to reflect such deemed sale.

. The positive balance of each Member's Capital Account, as
determined after taking into 4dccount all Capital Account
adjustments for the Company's taxable year duriig which the
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liguidation occurs, shall be distributed to the Members, pro rata,
either in cash or in kind, as determined by the Manager, with any
assets distributed in kind being valued for this purpose at their fair
market valug determined as set forth above. Amy such
distributions to thie Members in respect of ther Capital Accounts
shall be made in a¢tordance with the time requirethents set forth
Section 1.7041(b}2)G)(b)(2) of the Treasury Regulations.

iti. The balance, if any, to the Members in accordance with their
Percentage Interests.

¢. Upon completion of the winding up, liqmdation 4nd distribution of the
agsets, the Company- shall be deemed terminated..

d. The Manager shall comply witl: any requitements of applicable law
pertaining to the winding up of the affairs. of the Company and the final
distribution of its assets.

e. Notwithstanding anything to the contrary in this Agreement, if any
Capital Account has & deficit balance (taklng into account all contributions,
distributjons, and allocations for the year in which 2 liquidation eccurs), the
Members shall not be obligated to make any contribution te the eapital of the
Company, and the negative balance of such Member's Capital Account shall not
be considered a debt awed by the Member to the' Compidny of to any gtheér perton
for any purpose whatsoever.

8.4 Articles of Termination. When all debts; liabilities and obligations have ‘oeen
paid and discharged or adequate provisions have heen made therefor and all of the
remaining property and assets have been distributed to the Membets, Articles of
Termination shall be executed and filed with-the Arizpsa Ceorporation Commission.

prowded by law, upon dxssqlutxon each Member shall look solely to. the agsets of the
Company for the rétorn of such Member's Capital Contribution. If the Company property
remaining after the payment or discharge of the debts and liabilities of the Company-is
insufficient to return the cash or otlier property contribution of one or more Members,
such Member or Menibers shall have no recourse against any dther Member.

ARTICLE 9. MISCELLANEOUS PROVISIONS

9.1 Notices. Any notice, demand, or communication required or permitfed fo be
given by any provision of this Agreement shall be déeemed to Have been sufficiently given
or served for all purpases:if delivered personally to the party or to an executive officer of
the party to whom the same is directed or, if sent by registered or certified mail, postage
and charges prepaid, addressed to the Member's and/or Company's address, as.
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appropriate, which is set forth in this Agreement or, if sent clectronically, addressed to
the party at its electronic address or iumber supplied and identified as the party. Except
as otherwise provided herein, any notice sent by registered or certified mail shall be
deemed to be given three business days after the date on which the same was dépasited in
a regularly maintained receptacle for the deposit of United States mail, addressed and
st as aforesdid, and any notice sent glectronically shall be deemed to be given upon
transmission.

9.2 Application of Arizona Law. This Agreement shall be govemed by and
construed in accordance with the laws of the State of Arizona.

9.3 Waiver of Action for Partition. Fach Member irrevocably waives during the
texm of the Company any right to mainiein any agtian for partition with regpect to the
property of the Company.

94 Améndments. This Agreement may not ‘be amended except by the
unanirmous written agréément of al] the Members.

9.5 Execition of Additional . Each Member agrees to execute such
other and further stetéments of interest imd holdmgs designations, powers of attorney
and other instroments as are necessary for the Company to comply with any laws, rules or
regulatross,

9.6 Censtruction, Whenever the-singular funtber is used in this Agreement and
when required by the context, the same shall include the phural, and the masculine gmder
shail mclude the feminine and neuter genders and vice versa.

9.7 Headings. The headings in this Agretment are ingerted for convenience only
and are not intended to describe, inteipret, define, or limit the scope, extent or intent of
this Agreement or any provision hereof.

98 Wajvers. No Member shall by mere lapse of time without giving moti¢e or
taking other action hermmder be deemed 1o have waived any breach by any other
Member of any of the provisions of this Agreement. Purther, the waiver by any Member
of a particular breach of this Agreement by any other Member shall not be construed as;
or constitule, a continuing waiver of such breach, or of other breachés bf the same or
other provisiony of this Agreement,

99 Rights and ies Cumulative. The rights.énd remedies provided by this
Agreement are cumulative and the use of any une right or reftiedy by any party shall not
preclude or waive the xight to use any or all other remedies. Said rights and remedies are
given in dddition to any other rights the parties may have by Jaw, statute, ordinance or
otherwise,

9.10 Severahility. If any provision of this Agreément or the application thereof
to any persén. or circumstance shall be invalid, illegal or unenforceable to any extent, the
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-remdinder of thi§ Agreement anid the application thereof shall not he affected atid shall be

extforceable to the fulleést extent permitted by law.

9.11 Heirs, Sncoessors and Assigns. FEach and all of the covenants, terss,
provisions and agreements herein contained shall be binding npon and inure to the benefit
of the parties hereto and, to the extent permiited by this Agreement; their respective heirs,
legal representatives, successors and assigos.

9.12 Creditots. None of this provisions of this Agreement shal) be for the bencfit
of or enforceable by any creditors of the Company.

9.13 Counterparts. This Agreement may be executed in counterparts, each of

which shall be deemed zn original hut all of which shall constitute one and the same
instrument.

9.14 Arbitration. Any comtroversy or claim arising. out of or rélating to this
Agreement, or the breach thereof, except as provided in shall be scitled by arbitration in
accordance with the Rules of the: American Arbitration Assoeiation. Judgment upon any
award rendered under arbitrition may be entered in any court having junsdiction thereof.
The cost of the arbitration procedure shall be bome by the losing party, or, if the decision
is not clearty in favor of one party or the other, the costs shall be borne as determined by
such arbitration proceeding. At the request of either party, arbitration proceedings shall
be conducted in the utiost sectecy. In such case, all documents, testimmonry and records

shall be received, heard and maintained by the arbiters in secrecy, available for i inspection

only by any party and by their respective attorneys and experts who shall apree, in
advance and in writing, to receive all such information in secrecy. In all other respects,
the arbiters shall conduct &ll proceedings purshant to the Uniform Asbitration Act as
adopted in fhie State of Arizona and the then existing rules and regulations of the
American Asbitratien :Association governing commercial transactions. to -the -extent such
tules and regulations are not inconsistent with such Act or this Agreement.

9.15 Counsel for the Mansger. This: Agreement has heen prepared by the law
fim of Cothran Law Firm, P.C. at the request of the Manager. All Members or
Subscribers should seck the advice of their awn independent counsel.

ALL SIGNATURES APPEAR ON THE FOLLOWING PAGES.
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STEEPLE ROCK FUNDING, LLC an Arizona
limited liability company

By: Payne Resources, Inc., its Manager

By:

A. Brent Paype
Bs: President

(To be executed upon admijtance as
Members by-all Capital Members er by their
attomey in fact under a valid Power of
Attorney)
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Exhibit ®A™
to Operating Agreement of
GRANITE LOAN FUND, LLC

Membership Name Contribated Capita]l Aecount

and Address Amotint Percentage. Y% Interest
Steeple Rock Funding, LLC, $ 100 33.3333%
an Arizong limited liability company
670 East Encinas Avenue
Gilbert, Arizona 85234
EIN: Q-
Authorized Agent; A. Brent Payne
Capital Mémbers
Investor: $ 66.6667%
Address:
SEN/EIN:

' The Capital Member’s Pércentage Interést shall eipal the Capital Meniber*s Capita)
Ascount Percentage times 66.6667%. The Capital Aecpunt Percentage Interest may vary from
time-to-time subject to comipletion of the Offering. Bach Capital Actannt Percentage Interest
shall be the pervent calculated by dividing the Capital Mexnber's. Capital Account: by the total
amount of gll the Capital Accounts of all Capital Members outstanding from fime-to-time.
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Exhibit “B”
to Operating Agreement of
Granite Loan Fund, LLC

The Business and Operating Policies 6f the Company

1. Business of the Company. The primary business of the Company is te make short
term loans secured by valid first deed of trust Jiens on hon-Ownér occupied residential

properties located in Arizona.

2. Specific Rights and Duties of Manager. Withont limiting the general autharity of the
Manager specified in Sections 3.1 and 3.2 of the Agreement, the Manager is authorized
and shall be responsible to do the following on behalf of the Company:.

a. Carry out the business of the Company, including making loans in the name of
the Company in accordance with.the policies and procedures sct forth herein.

b. Utilize reasonsble care and judgment in evaluating and approving prospective
borrowers and the properties that serve as security or collateral for Joans extended by the
Company.

c. Ensure thit each loan extended by the Company is properly decumented and
evidenced by a promissery note executed by the borrewer in favor of the Company for
the full amoupnt of the loan.

d. Ensure that each loan exteénded by the Company is sécured by a valid licn. on
the collateral property; evidenced by a deed of trust naming the Company as beneficiary,
and that such deed of trust is recorded in the records of the county recorder in the county
where the collateral i3 located on or about the date of the closing of the loan and is
evidenced as a first and prior lien by a condition of title report fssued or policy of title
insurdnce 1ssued by a repirtable title- company.

e. Require that adequate casualty and fire insurance is maintained by the borrower
on each collateral property securing a loan extended by the Company.

f. Maintain & complete loan file on each loan extended by the company, including
all requisite documentation including (i) the initial “write-up” and approval of the loan,
signed by ag officer of the Manager (b) the promissory note (€) the recorded deed of trust
and {d) evidence of ingurance.

g. Collect interest incomme on behialf of the Company, and 8eposit the proceeds
thereof in the Company bank account

h. Issue “payoff statements” to eserow apents and title companies ernployed by
borrowers at the time the collateral property i& socld, including providing “wire
instructions™ directing the payaff proceeds (of all eutstanditig principal, unpaid imterest,
and recording fees) he trangmitted to the Company bank account

i. Disburse to the Memhers on 2 men't‘hty basis the interest income collected by
the Company

J- Upon reeeipt of & capital vmhdrawal réquest from a Capitdl Member in
accordance with Section 2.6 of this Agreement, Manager shall undertake actions on 2
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timely basis to facilitate the return of capital to the:Capital Mernbér as set forth in Section
2.6.

3. Loan Terms. The precise terms of all loans entered into by the Company will be
determined by the Mahagerin the Manager’s sole discrétion unless directed otherwise, in
writing, by those Members owning greater than 50% of the Percentage Interests in the.
Compsny. It is anticipated that the loan termé generally offered to borrowers will be as
follows:

a. Loan term of six (6) months, which may be extended at the option of the lenider
for an additional three (3) months

b. A maximum loan emeunt equal to the lesser of (1) seventy percent (70%).of the
value of the collateral property as underwritten by the Manager and (i) cighty percent
(80%) of the borrower’s acquisition cost of the property

¢. Annusl interest rate of eighteen percent (18%)
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Exhibit “D”
Granite Loan Fund, LL.C

An Arizona Limited Liability Company

Use of Proceeds

] _Amoumt | . | Amount ; - mount_ |

—_ Sold  Percent| _Sold _ Percent| s,elé .. | Parcent |
Total Procéeds "$2,000,000! 100.00% | 35,000,000/ 100.00% | $10,000,000] 160.00%
Lass- Offafﬁ‘sﬁ’spem . ST S N
| ‘Sales Commissions .80 e00% [T s0 T 0.00% $0 0.00%
Cunsuitmg, Legal &Aacounﬂng $10,350 | 0.52% . $10,350 1 0,21:'@* . *gig,asq _ 0.10%,
_Priniting, Postage & Delivery _$2,7501{ 0.34% | 52,7500 0.06% | = $2,750 | 0.03%
Net Procesds $1,966,900 | 95.35% |$4,986,900 | 99.74% | $9,986,900 | 99.97%
Use of Progeeds: | S S S R
Available Funds. Forlnvestmmt 51&86 900 99. 54,9861?00 : 98.74% | $9,986,900 99.87%
Total Usa of Net Praceeds $1,086,900 | 99.35% [$4,986,900 | 99.74% | $9,985,900 | 99.87%
Total Proceads sz.naoooo‘mom $5,000,000 1100.00% | $10,000,000 | 100.00%

~50-
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e .. .. ExhibiE _f:.ﬂ‘ I I (e
Granita Loan Funtj“l_.’!.__c_r i N f - ,
' Scheduleof Pm;ec:ted Jnvastor Retums Y D ¢
' 27-0ct-10 !
Example BT e e e Lo
Assumed Capital Utllizaﬂon . L 9&00% of Avadabla Funds .
Assumed Reserves, Operating Exgenses SRR | i@m-ﬁ of Gross income_ |-
Average Borrower Annual Interest Rete | 18.00% | 17.00%. ] 16.00% | 15.00%
[Muliply by: AssudegmglUﬁnzaQam e e h..._l BBO0% [ 95.00% 95 00% 95.00%
Actue! Gross Interest Iricome on Avaitatie Furids. 17.10% 13.15% 15.20% | 14.25%
Less: Reseryes, anEmtseg -0.54% | -0 51% 048% | 0 45_%
Annual Distributable Fund Profits X 16,56% _1564% ' 44.72% | 13.80%
frvestor Distriution of Fund Profits U _TeskTa | ee s | seery ! 66.67%
- l
Annual Investor Profit D!strihuﬁon Ratumon fnva_ggglggg 1{0@_& 10.43—% _{: ,_S; B1% _;9‘ i 920%
' o
Annual Investor Profit Distribution - $400,000 Investrent | $11,040 , s1o,427. 9,813 | $9,200
! !
Exarmple #2: . e e ] ahea.
Assurned Cap&al Utmzatim ) 9&.00% ofA’VaIlable Funds
Assumed Rmfves, Operatlnq Expenms 4.00% ofGn;gss Income
Borrowsr Annual Interest Ruter oo T "1 1g.00% I 17.00% © 16.00% ' 15.00%
Multiply by: Assumed Capital Uikzation 80.00% | 90.00% - 90.00% & 90.00%
Actual Ghoss Interest income on Avallable Funds 16.20% | 1530%  14.40% | 13.50%
Less: Resarves, Operating Expenses D729  088% . -0.84% . -0.60%
Annusi Distributable Fund Profits 15.48% | 14.62% | 13.76% 12.80%
Investor Distribution of Fund Profits ' 66.67% | 66.67% . 8B.67% 6_567%
Annual investor Profit Distribution - Return on hivestment | 10.32% | 9.75% | 8T% 8.60%
Annual Investol Profit Distribution - $100,000 ivestment _© $10,320 | $8.747 ' $9.172 . $8,600
‘ ' T ’
| Example #3 R , '
Assumed, Capital Utilization 4 85.00% | of Avallable Funds
Asgumed Reserves, Operating Expenses j 5-00% "of Gross income
Botrower Annual Interest Rate. _18.00% 17.00% 16.00% ' 15.00%
Multiply by: Assumed Capital Utifzation [8500% 85,00% 85.00% . 85.00%.
Actal Gross Interes! Income on Avallable Funds . 15.30% | 14.46% 13.60% 12.75%
Less: Reserves, Operating Expenses. ; -0. 20% - ~985% -0.80% ' -0.75%
Annusl Distributable Furd Profits ,; 1440% | 13.80%. 1280% 12.00%
|nvestor: Distrigution of Fund Profits " 86.67% - BEETY% 66.67% 6667%
Anmual nvestor Profit Distribution - Retum on Investrent © $.60%.  9.07%  853%  8.00%
|Annual Investor Profit Distribution - $400,000 Investment - $9,600  $8.067 -$8.533 53000
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Steeple Rock

FUNUBIINGEG

870 E. Encinas Ave Gllbert, AZ 85234 Tal (480) 633-6800 Fax (802) 296«0114
Arizona M.B. #0913524 pleRockFundi

Granite Loan Fund, L1.C
SUBSCRIPTION INSTRUCTIONS
ncluded with the Grariité Loan Pund Private Offering Sumiiary are 2-stapled capies of
thie complete Subscription Agreement and 2 copies of the Operating Agreemient signature page.

Pleast complete mail all gopies following flie instructions below, along with & check for your
Membership Interests to Granite Loax Fund, LLC.

A. Subscription Agreement {2 Copies)

1. Front Page: Indicate the riamber of Membership Intérest to be purchased
and the payment emount ($25,000 % number.of Metabership Inferesis),

2 Page 4: Complete sub-paragraph (iv) and initial on the space provided.
Sub-paragraph (j), inditate your stite of residency and initial on the space
pravided.

3. PageS: Compléte paragraph 6.

4, Paged: Complete the “Subscriber” section in the presenee of a Notary,.and
have the Notary ackmowledge the document. Notary Acknowledgemert is
found on page 11.

3. Page 10: Complete the Subsariber Information page.

Operating Agreement signature page: (2 Copies)
1. Please piint the name of Capital Member (Subscriber) and sign vecordingly.

Please majl ot deliver both original coples ef the completed Subscription Agreement, Operating
Agreement Signature Page, and payment fot your Membership Interests to:

Granite Loan Fand, LLC
670 E Encinas Ave,
Gilbert, AZ 85234
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pocument# [~ 30

Granite Loan Fund, LLC
Opersiting Agreement dated November 1, 2010
Capital Member Signature Page

Capital Member acknowledges receipt of a copy of the Operating
Agreetrient of the Company, which is contained within and was delivered to
Capital Member in the Private Exeentive Summery dated November 1, 2010
(under the document number shown above}.

Meanages, by its signature below, acknawledges receiptand scceptance by
the Company of an executed Subscription Agreement, funds comprising the
Capital Contributign of the Capital Member, and the signature belpw of the
‘Capital Member a§ a signatory 1o the Operating Agreéement.

Manager:
STEEPLE ROCK FUNDING, LLC an
Arizona limited ligbility company

By: Payne Resources, Itic., its Manager

""A. Breot Payne
Its: President

Capital Member:

ACCO000073
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pocument 2.1l-30
Granife Loan Fund, LLC
Operating Agreement dated November 1, 2010
Capital Member Signature Page

Capital Member aeknnwfedgcs receipt of a copy of the Qpetating
Agreement of the Company, which is contained within and was deliverad to
Capital Member in the Private Exeentive Suramary dated November 1, 2010
{under the document number shown above).

Manager, by its signature below, acknowledges receipt and acceptance by
the Company of an executed Subscription Agreement, funds comprising the
Capital Contribution of the Capital Member, and the signatire below of the:
.Capital Member as a signatory to the Operating Agreement.

Manager:

STEEPLE ROCK. FUNDING, LLC an
Arizona limited liability company:

By: Payne Resources, Ine., its Manager

By:
A. Brent Payne
Its: Prosident

Capital Membeg:
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| Granite Loan Fund, LLC
Ap Arizona Limited I jability Company

SUBSCRIPTION AGREEMENT FOR MEMBERSHIP INTERESTS
) AND
SPECIAL LIMITED FOWER OF ATTORNEY

Granite Loan. Fund, LLC, an Arizona limited liability comipany (the
“Company™), of which Steeple Rock Funding, LLC is the Manager (referred to
hereinafter as the “Manager™) is to be operated in accordanée with the Operating
Agreement of Grapité Loan Fund, LLC (the "Operating Agreement”) included as
Exhibit “A” in the Private Offering Summary dated November 1, 2010 {the
“Mermorandum™), firnished to thé undersigned herewith, has’ becn formed to make
sepured loans on residential non-owner oceupied real property located in Arizona.
as selected by the Managers, as described in the Memorandum, and is offering 400
Mernbership Interests of $25,000 each as described in the Memorandum, for
purposes of raising a fand to invest in secured loans as more fully described in the
Memorandam.

1. Subscription. Subject 10 thie terris and conditions hereof and the
provisions of the Operafing Agreement, the ufidersigned hereby itrevocably
tentders this Subscripfion Agreement for the purchase of __ Membership
Interests, togethcr with the payment in cash or by eheck of §_
($25,000 per Membership Interest). Tender of the above-mentioned funds, this
Agreement, and other required subscription documents (the “Subscription
Documents™) shall be made by delivery of sams to the Manager, 670 E. Encinas
Avenue, Gilbert, Arizona, 85234. The check should be made payable to Granite
Loan Fund, LLC. The funds, plog any iriterest earned thereon, this Agreement
and the Subwnpnun Documents will be held for the benefit of the undersigned by
the Manager end will be promptly returned to the undersigned if the Manager
elects-not to proceed with the Offering.

2, Adoption of Operating Agreement. The undersigned acknowledges
receipt of the Memoraridum and the Operating Agrecment which is attached to the
Memerandum as Exhibit “A”, and the undersigned specifieally accepts and adopts
each and every provision of the Opetating Agreement.

3. Right of Manager to Reject Subscription. The undersigned
acknowledges that the Manager shall lidve the absolute right to aceept or reject
this subscription.

ACCOQ0073
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4. Representations and Warrantiss. The undersigned bereby makes the
following representations gand warranties to the Manager and the Company:

() 1have sufficient liquid assets to pay the amount due for the
Meribership Iaterests fo which I am subseribing under the Subscription
Agreement.

() (D) I'have adéquate thears of providing for my eurrent needs
and possible perscma‘l contingshiies, and I have no need for liquidity with regard
to my investment in the Cornpany; and (ii} 1 have 4 net worth sufficient to bear the
risk of losing my-entire investment in the Corppany; and (jit] I have a net worth
{exclusive of home, furnighings, and antomohiles) of at least $1,000,000 or had
incame for the two previous tax years of at least $200,000 per year or if the
subscriber ig an entity (corporation, limited liability company or partnership) such
entity has in excess of $5,000,000 in assets and was not formed for the purpese of
this investment; and (iv) 1 can bear the risk of losing my entire investment in thé
Company; and (v) 1 have, alore or together with riry Purchaser Representative (as
hereinafier defined), such knowledge and experience in financial nd busingss
matters that I am capable of evaluating the relative risks and terits of this
investment; and (vi) [ de not have-an overall comnitment to nem-readily
marketable investments which is dispropertionate to.my net worth and the-
investment subseribed for heréin will not causé such overall cofnmitment to
become excessive.

(c) The address set forth helow is my tnie and correct residence,
and 1 bave no present interition of becoming a resident of any other state or
jurisdiction.

(d) 1have received and read and am familiar with the Operatmg
Agreement, the Memorandum, and this Subscnptwn Agreertient, and I confirm
that all documients, recards and books pertaining to the Company and requested by
me have been made available to me.

(e) The undersigned has had an gpportunity to ask questions of
and receive answers from the Managers, or a person or persons acting on its
behslf, concerning the terms.and conditions of this investment.

(f) lunderstand that the Membership Interests have riot been
registered under the Securities Act of 1933 or, with certain exceptions, any state
securities acts, in reliance.on one or more exemptions from registration under the
Securities Act of 1933 ar undersuch state-acts, and 1 further understand that lam
purchasing an Interest in the Company without being furhished any offering
literature or prospectus other than the Memborandiim and promotional and sales
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literature prepared by the Company as deseribed in the Memorandum.

() The Membership Interests for which I hereby subscribe are
being acquired solely for my own account, for investment and are not being,
purchased with 4 view to or for the resale, distribution, subdivision ot
fractionalization thereof: I have no present plans to enter into any such contract,
undertaking, agreement or wrangement. In order to induce the Cormpany to issie
axid sell the Membership Interests subseribed for hereby to me, it is agreed that the
Corapany will have no obligation to recognize the ownership, beneficial or
otherwise, of such Membership Interests by anyone but me,

¢(h) Thave received, completed and retumed fo the Manager the
Purchaser Questionnaire: relating to my genersl ability to bear the risks.of an
investinent in the Compury and my suitebility as an investor, and 1 hereby affinn
the cotrectness of my answers in sych Questionnaire.

(i) Iacknowledge andam aware of the following:

(i) That the Cempany has no financial or aperating history;
that this is the Company's first venture and the Interests are speculative
investments which involve & hiph degree of rigk of loss by me of my entire
investment in the Company,

(1) There are substantial restrictions. on the transferablhty of
the Membership Interests; the Membershxp Interests will not be, and investors in
the Company have né rights to require that the Membership Interests be registered
under the Securities Act af 1933; there will be n¢ public market for the
Membership Interests; I will not be able to avail myself of the provisions of Role
144 adopted by the Securities and Exchange Commission under the Securities Act
-0f 1933 with respect to the ressle of the Membership Interests; and accordingly, 1
may have to hold the Membership Interests mdeﬁmtely and 1bat it may not be
possible for me to liquidate my investment in the Company.

(ifi) THE TAX EFFECTS WHICH MAY BE EXPECTED
BY THE
COMPANY ARE NOT SUSCEPTIBLE TG ABSOLUTE PREDICTION, AND
NEW
DEVELOPMENTS IN RULINGS OF THE INTERNAL REVENUE SERVICE,
AUDIT
ADJUSTMENTS, COURT DECISIONS OR LEGISLATIVE CHANGES MAY
HAVE AN
ADVERSE EFFECT ON ONE OR MORE OF THE TAX CONSEQUENCES
SOUGHT BY
ACC00007
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THE COMPANY TO BE TAXED.

(iv) That I have hecn advised that the following person will
receive from the Coripany compensation as a broker or finder in connection with
my purchage of Membérship Interests (if NONE, so indicate):

(initial)

(v) That it never has been represented, gnaranteed or
warranted to me by any broker, the Manager, its agents, or employees 6r any other
person, expressly or by implication, any of the-followinp;: .

{A) The exactlength of tiine that 1 will be required to
‘remain as owner of nry Membership Interests.

(B) THEPERCENTAGE QF PRUFIT AND/OR:
AMOUNT OF
OR TYPE OF CONSIDERATION,; PROFIT OR LOSS (INCLUDING TAX
WRITE-OFFS AND/OR TAX BENEFITS) TO BE REALIZED, IF ANY, AS A
RESULT OF THIS VENTURE.

{C) That the past performance gr experience of the
Manager or any Affiliate, or of any other person, will in any way indicate the
predictable results of the ownership of Membership Interests or of the overall
Conpany venturs.

() 1am aresident of the State of if
applicable, I hereby acknowledge the matters set put on Exhibit 1 attached hereto
and incorpprated by this reference. (Please indicate acknowledgment of the
foregoing by initialing in the space provided.

(initial)

The
foregoing representations and warranties are true and accurate as of the date hereof
and shall be true and accurate as of the date of delivery of the funds to the
Company and shall survive such delivery. If in any respect such representations
and warranties shall not be true and accurafe prior t0 delivery of the fiunds, 1 shall
give written notice of such fact to the Manager and to my Purchaser
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Representative, if any, specifying which representations and warranties are not
trus and accurate and the reasons therefore.

5. Indemnification. I acknowledge that I understang thie meaning and legal

consequences of the representations and warranties contained in Section 4 hereof,
and I hereby agree to indemnify and hold harifitess theé Company, each Meriber
thereof, and the Manager, from and against any and all loss, damage ot liability.
due to or arising out of a bréach of any representation or wagranty made by me in

this insframent,

6. Title. I desire to take title to my Membership Interests as follows:

(=
— ()

— (o
@
—®

S

@

Individually, as a single person

Husband and Wife, as community property
Joint teniants -

Tenants in common

Separate. property

As custodian of
under the Uniform Gifls to Minois Act

Other, e.g. corporate, partnership, custodian,
trustee, ete.

Indicate exact name and present address:

————s

} wish to receive periodic updates from the Fund by-e-oail at

the following e-mail address:

7. Special and Litnited Power of Attorney,.

(a) The undersigned hereby constitutes and appeints A. Brent
Payne and Michael R. Olsen, or either of them acting individually; in writing, the
undersigned’s trize and lawful agent and-attorney-in-fact (with full power in such
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aftorney to substitute another attomey in such attorney’s place and to revoke such
substitution), to make, execuito, swear to and acknowledge, amend, file, record,
deliver and publish in th¢ imdersighed’s name, place and stead inf any mhanner
which he could do if personally present to the extent permitted by law any ong or
more of the following:

() An Operating Agreement substantially in form of
Exhibit A to the Memerandurn as well as amendments thereto, under the laws of
Arizona and amy other state in which a certificate is required to be filed.

(ii) Any and all instruments or décuments (A} that may be
appropriate to reflect (1) a change in the name or the location of the principal
place of business of the Compaiy, (2) the disposition by a’Member of an interest
in the Company or any part thereof, {3) the substitution or addition of 2 person
becoming a Member of the Conipany, (4) a distribution and reduction in the
capital contribution of 4 Member, (5) a change in the capital of the Company, (6)
the admission of new Members in accordante with Sections 6.1 and 6.2 of the
Operating Agreement; and (B)any and all amendments thereto or modifications or
restatements thereof.

(ilf) All certificates and other instruments netessary to
qualify or continue the Company as a limited liability company i the jurisdictions
where the Company may be doing business, inelading, but rot limited to, any
fictitious or assumed name certificate required or perinittéd to be filed by oron
behalf of the Company.

(iv) Any other instrument which is now ar which may
Hereafter be required by law to be filed for or o behalf of the Company.

(v) ‘All documents and instroments which may be required to
effect the dissolution and termination of the Company in accordance with the
provisions of the Operating Agreement.

(vi) All such other decuments or instriments, including; but
not limited to, instruments of eenveyanee of any Company property or interest
theréin; which the Martager deems necessary or appropriate in the conduct of the
Company’s business.

(b) The power of attorney concurently granted by each Member to
A. Brent Payne and Michae] R. Olson, or either of them.acting individually:

(i) Is a special power of aftoinéy coupled with an interest,
and is irrevocable and shal) suvive the death, legal iscapagity; bankruptcy,
ACCOD0080
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insolvency or dissolution of the undersigned to the extent that thé yndersigned
may legally contract for such sarvival;

(if) May be exercised by a facsimile signature of A, Brent
Payne or Michael R. Olson, or by listiig the undersigned and all other Menibers
for whom sction is being taken pursuant 1o like power of attorney next to.the
single signature of A. Brent Payne or Michael R. Olsen on an exhibit to any
document executed by A. Brent Payne. or Michael R. Olson pursuant hereto;

(iii) Shall survive the delivery of an aggignment by a
Member of the whole or any portion of his or her Membership Interest; excépt that
where the assignee thereof has been approved by the Managers for admission to
the. Company 2s a substituted Member, the power of atforney shall survive the
delivery of such assignmient for the sole purpose of enabling A. Brent Payiie or
Michael R, Olson to execute, acknowledge and file any instrurnent necessary to
effect such substitution.

This special
power of attorney does; not supersede any part of the Opergting Agreement nor is it
1o be used to deprive the undersigned of any of his or her rights. It is intenided only
to provide a simplified system for execution of documents. 1f required, the
undersigned shall execute and deliver to the Manager, within five days after the
receipt of a requést therefor, such additional désignations, powers of attorey or
other instraments as the Manager shall reasonably deem necessary for the
purposes: of this provision.

8. No Waiver. Notwithstanding any of the representations, warranties,
atknowledgments or agréements made herein by the widersigned, the undersigned
does not hereby or in any other manner waive anyrights granted to him under the
federal or state securities laws.

9, Transferability. The undersigned shall not transfer or assign this
Agrectent 6rany of his or her interésts herein, and shall assign or transfer the
Interests acquired herste enly in aceordayice with the Operating Agreement.

10. Revocation. The undersigned shall net cancel, terminate or revoke this
Agrccmmt or any agreement of the undersigned made hereunder. This Agreement
shall survive the death or disability of the undersigned except as provided below.

11. Termination. If the Manager elects, in its sdle-discretian, not to
eomplete the Offering, then this Agreement shall be null and veid and of no
further force and effsct and no party shall have any rights agaist any other party
hereundei or under the Operating Agteement, and the Manager a$ Escrow Agent
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shall promptly retum to the undersigned the funds, the Subscription Documents,
and this Agreement.

12. Miscellanéous.

(2) All notices or sther communications.given ot made hereunder
shall be in writing and shall be delivered or mailed by registered or certified mail,
return receipt requested, postage prepaid, to the Manager, Steeple Rock Funding,
LLC, 670 E. Encinas Averme, Gilbert, Arizona, 85234. '

(b} Notwithstgnding the place where this Agreement is executed
by any of the parties hereto, the parties expressly agree that all of the terms-and
provisions hereof shall be construed in accordance with and goveniéd by the laws
‘of the State of Arizona.

{¢) This Agreement constitutes the entire agréement between the

parties hereto with respect 1o the subject matter heretf; and may be amended only
by a writing executed by-all parties hereto.

ALL SIGNATURES APPEAR ON THE FOLLOWING PAGE
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Graritte Loan Fund

Subscription Agreemerit
SUBSCRIBER:
Dated:
Signature of Subscriber
Dated: .
Signature of Subscriber

(see next page for subseriber infermation)

ACCEPTED ON BEHALF OF COMPANY BY:

Dated: By
Signature on behalf of Manager
Printed Name
All cheeks should be made payable to:
Granite Loan Fund, LL,C
670 E. Encinas Avenue
Gilbert, AZ 85234
ACC000083
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Granite Loan Fund, LLC
Subscription Agréement

Please print or type:

Subseriber’s Name(s):

Principal Residence/Business Address:

{(Nurnber and Street)

Cityy  (Sw)(Zip Codd)

Social Security/Tax 1D Number(s):

Name(s) and Address(es)
of Purchaser Representative(s), if any:

ACC000084
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GENERAL ACKNOWLEDGMENT

(for use by all individual subdcribers}

STATE OF )
_ Yss:
COUNTY of )
On this day of 520 ,beforeme,n

notary public in and for the foregoing jurisdi¢tion, personially appeared
who reside(s) at

t6 me known and knowr to me to be the person(s) who executed the foregoing
instrument, dnd he (they) acknowledged to me that the same was executed by him
(them) individually, that the statements made therein are troe to the best of his or
her (their) knowledge, information and belief, and that such execution constitutes
his or her (their) own free act and deed.

IN WITNESS WHEREOF, 1 have hereunte set my hand and affixed my
officjal seal on the day, monthk and year first above written.

Notary Public

My Commission Expires:
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ENTITY ACKNOWLEDGMENT

STATE OF )
)ss.
COUNTY of D)
Qn thig day of 20, before me, a notary
public-in dnd for the foregoing jurisdiction, personally appeared
. who réside(s) at
to me known znd knowi to me to be the person(s) who éxecuted the foregbmg
instrmment, and known by me to be the of

> a )
and he or she acknowledgéd.to me that the same was gxecuted by him er her in
such capacity pursuant to authority, given by the appropriate anthierity of such
entity, that the statements made therein are true to the best of his or her
knowledge, information and belief, and that such execution constitutes his or her
own free act and deéd.

IN WITNESS WHEREOF, I have hereunto set'my hand and affixed my
official-seal on the day, month and year first above wrjiten.

Notary Public.

My Comnmissien Expires:
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pocuMent # (=30

Granite Loan Fand, LLC
An Arizonz Limited Liahility Company

SUBSCRIPTION AGREEMENT FOR MEMBERSHIP INTERESTS
SPECIAL LIMITED POWER QF ATTORNEY

Granite Loan Fund, LLC, an Arizona lifited liab.ility company (the
“Company™), of which Steepls Rock Funding, LLC is the Manager (referred to
hereinafter as the “Manager™) 15 to be operated in accordance with the Operating
Agreemerit of Granite Loan Fund, LLC (the “Operating Agreement”) included as
Exhibit “A” in the Private Offering Summary dated November 1, 2010 (the
“Memaorandum®), fumnishéd to the-undersigned herewith, Has been formed te make
secured loans on residential non-owner occupied real property located in Arizona
as selected by the Managers, as deseribed in the Memorandum, and is offering 400
Membesship Interests of $25,000 each as described in the Memorindurs, for
purposes of raising a fund 16 ixvest in sectired loans s more fully described in the
Memorandum.

1. Subscriptiof;, Subject to:the terms and conditions hereof and the
provisions of the Operating Agreement, the undersigned hereby irrevocably
teniders this Subscription Agreement for the purchase of ____ Membesship
Interests, together with the payment in cash or by check of of §_
(825, 000 per Membership Interest). Tender of the above-mentioned funds, this
Agreement, ard other required subscription docurments (the “Subscriiption
Deocuments™) shall be:made by delivery of same to the Manager, 670 E. Encirias
Avenue, Gilbert, Arizonz, 85234. The chéck should be made payable to Granite
Loan Fund, LLC. The funds, plus any interest eamned thereon, this Agreement
and the Snbscﬁpﬁon Docuiments will be held for the benefit of the undersigned by
the Manager and will be promaptly retumed to the undersigned if the Manager
elects net to-proceed with the Offering,

; ] ating Agreement. The undersigned acknowledges
receipt of the Memrorandum and the Operating Agreement which is attached to the
Memorandum as Exhibit “A”, and the undersigned specifically accepts and adopts

each and every provision of the Operating Agreement.

1. Right of Manager to Reject Subscription. The nndersigned
acknowledges that the Manager shall have the sbsolute right to accept or reject
this subseription.
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4. Representatiops and Warranties. The undersigned hereby makes the
following representations and watranties to the Manager and-the Company:

(a) 1have sufficient liquid assets to pay the amount dpe for the
Membership Interests to which I am subseribing under the Subscription
Agreement.

{b) (i) I have adequate means of providing for my current needs
and possible personal contingencies, and I have no need for liquidity with regard
to my investment in the Company; and (ii} 1 bave a net worth sufficient to bear fhe.
risk of losing iny entire investment in the Company; and (jii) 1 have.a net worth
(exclusn/e of hiome, furnishings, and mitomebiles) of at least $1,000,000 or had
income for the twia previous tax years of at least $200,000 per year or if the
subscriber is-an enfity (corporation, limited liability company or partnership) such
entity has in excess of $5,000,000 in assets #nd was not formed for the purpose of
this investooent; and (iv) 1 ean bear the risk of losing my entire investment in the
Company; and (v) [ have, alone or toggther with my Purchaser Representative (as
hereinafier defined), such knpwledge and experience in. financial and business
thatters that I am capable of evaluating the relative risks and merits of this
investment; and (vi) I do not have an overall commiiment to non-readily
marketable investments which is disproportienate to my net worth and the
investment subsciibed for herein will not cause such overall commitment to
become exeessive.

(¢) The address set forth below is my true and correct residence,.
and 1 bave ne present intention of becaming 2 resident of any other state or
jurisdiction.

(d) 1 have received and read and am familiar with the Operating
Agreement, the Memorendum, and this Subscription.Agreement, and I confirm
that all documents, records and books pertaining to the Company and requested by
me have been made available to me.,

{e) Theundersigned has had an opportunity te ask.questions of
and receive answers froim the Managers, or a person. or persons acting on its
behalf, concerning the terms and ¢onditions of this investment.

(f) 1understand that the Membership Interests have not been
registered imder the Securities Act of 1933 or, with certain exceptions, any state
securities acts, in réliance on one or more exemypitions from régistration under the
Securities Act of 1933 or undér such state acts, and I further undérstand that ] am
purchasing an Interest in the Company without being furmished any offering
Jiterature or prospettus other than the Memorandurh and promotional and sales
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literature prepared by the Company as degcribed in the Memorandumm.

{8) The Membership Interests for which I hereby subscribe are
being acquired solely for my own account, for investment and are not beirig
purchssed with.a view to or for the resale, distribution, subdivision or
fractionalization thereof; I hive no present plans to enter-into any such contract,
undertaking, agreement or arrangement. In oxder to induce the Company to jssue
and sell the Membership Interests subseribed for hereby to me, it is agreed that the
Company will have na obligation to recogpize the ownership, beneficial or
otherwise, of such Membership Interests by anyone but me.

(h) Ihave teceived, completed and returned to the Manager the
Purchaser Questionnairs relating to my general ability to bear the risks of ai
investment it the Company and my suitability as an investor, and I héreby affirm
thie corteetness of my answers in siich Questionnaire.

() lacknowledge and am aware of the following:

(i) That the Company hasno financial or operating history;
that this is the Company's firet venture and the Interests are speculative
investments which involve a high degree of risk of Joss by me of my entire
investment in the Company.

(ii} There are substantial restrictions on the trensferability of
the Membership Interests; the Membership Interests will not be, and invéstors in
the Company have noyights to require that the Membership Interests be registered
under the Securities Act of 1933; there will be na public market for the
Membership Interests; I'will not be able to avail myself of the provisions of Rule
144 adopted by the Securities and Exchange Commission under the Securities Act
of 1933 with respect to the resale of the Membership Interests; and accerdingly, 1
may have to hold the Meinbership Interests indefinitely and that it may not be
possible for mé to liquidate my ivestment in the Conipany.

(iii) THE TAX EFFECTS WHICH MAY BE EXPECTED
BY THE
COMPANY ARE NDT SUSCEPTIBLE TO ABSOLUTE PREDICTION, AND
NEW'
DEVELOPMENTS IN RULINGS OF THE INTERNAL REVENUE SERVICE,
AUDIT
ADJUSTMENTS, COURT DECISIONS OR LEGISLATIVE CHANGES MAY
HAVE AN
ADVERSE EFFECT ON ONE OR MORE OF THE TAX CONSEQUENCES
SOUGHT BY ACCO00089
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THE COMPANY TO BE TAXED.

(iv) That I have been advised thatithe follawing person will
receive from the Comipany tompensation as a broker or finder in-connection with
iny purchase of Membership Interests (if NONE, so indicate):

(initial) |

{v) That it never has been represented, goaranteed or
warranted 10 me by any broker, the Manager, its ageuts, or employees or any other
person, expressly or by implication, any of the following:

(&) The exact length of time that T will be required to
remain as owner of my Membership Interests.

(B) THE PERCENTAGE OF PROFIT AND/OR
AMOUNT OF ,
OR TYPE OF CONSIDERATION, PROFIT OR LOSS (INCLUDING TAX
WRITE-OFFS AND/OR TAX BENEFITS) TO BE REALIZED, IF ANY, AS A
RESULT OF THIS VENTURE.

(C) That the past perfonnance or experience of the
Manager or any Affiliate, or of any ofther person, will in any way indicate the
predictable results of the ¢wnership of Membérship Tnterests or of the overall
Compary Venture.

() Iam aresident of the State of if
applicable, | herehy acknowledge the matters set out on Exhibit 1 attached hereto
and incorporated by this referenee. {Please indicate acknowledgment of the
foregoing by initialing in the space provided.

(isiitial)

The
foregoing representations and wasranties are true and accirste as of the date hereof
and shall be true and acturate as ¢f the date of delivery of the funds to the
Company and shall survive such delivery. If in any réspect such representations
and warranties shall not be trie and acevrate prior to delivery of the funds, 1 shall
give writteri notice of such fact to the Manager and to-my Purchaser

ACCQ00090
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Represeritative, if any, specifying which representations-and warrantics are not
true and accuiate and the reasons therefore.

5. Indemnificatipn. Iacknowledge that | widerstand the meaning and legal
consequences of the representations and warranties contained in Section 4 hereof,
aod [ hereby agree to indemnify and hold harmless the Company, each Member
thereof, and the Manager, from and against any and all Joss, damage or liability
due 1o or arisirig out of a breach of any représegntation or warrsnty made by me In
this instiurpent.

6. Title. I desire to-take title to my Membership Interests as follows:

() Individually, as a single person
(b)  Husband and Wife, as carmunity propetty
(c) Joint tenants
(&  Tenaitsin common
___ {e)  Beparate propetty

(® . Ascustodian of . N
under the Uniform Gifts to Minors Act

()  Other, e.g. corporate; partnership, enstodian,
frustee, etc.

Indicate exact name and present address:

1 wish to recsive periodic updates from the Fund by ¢-mail at
the following e-mail address:

—_—

7. Special and Limited Power of Attorney.

(2) The undexrsigned hereby eonstitutes and appoints A. Brent
Payne and Michael R. Olson, oreither of them acting individually, in writing, the
undersigned’s'true and fawful agent and-attormey-in-fact (with full power in such
ACCQ00091
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attomey to substitute another attomey in such-attorney™s place and fo revoke such
substitutioit), to make, executé, swear to and acknowledge, amend, file, record,
deliver and publish in the nndersignied’s name, place and stead in &ny manner
which he could do if personally present to the extent permitted by law any one or
miore of the following:

(i) An Operating Agreement substantially in form of
Exhibit A tothe Memorandum as well as amendments thereto, under the laws of
Arizons and any pther state in which a cerfificateis required to be filed.

(i) Any and 2}l instruments or documents (A) thet may be
appropriate to reflect {1) 4 change in the name or the location of the principal
place of business of the Cornpany, (2} the disposition by & Member of an interest
in the Company of any part thereof, (3) the substitution er addition of & pérson
becoming a Member of the Company, (4) 2 distribution and reduetion in the
capital contribirtion of 8 Member, (5) a change in the capital of the Company, (6)
the admission of new Members in accordance with Sections 6.1 and 6.2 of the
Operating Agreement; and (B)-any and all amepdments thereto or medifications or
restatements thereof.

(iii) All certificates and other instrurnents necessary fo
qualify or contimie the Compeny as a limited liability company it the jurisdictions
where the Company may be doirig business, incliding, but not limited te, any
fictitious or assumed name certificate required or permitted tp be filed by or on
behalf of the Company.

(iv) Any ofher instrument which is now or which may
hereafier be required by law to be filéd for or on behalf of the Company.

(v) All documents and instrumenfs whith may be required to
effect the dissolution and terrmination of thie Company in accordance with the
provisions of the Operating Agréement.

(vi) All such other dornments or instruments, ineluding, but
not limited to, instninents of conveyance-of any Company property or interest
therein, which the Manager deems necessary or appropriate in the conduct of the
Company’s business.

(b) The power of attorfiey concurrently granted by each Member to
‘A Brent Paynie anid Michael R. Olson, or either of them acting individually:

(D Isa spetial power of attorney coupled with an interest,
and ig irrevocable and shall survive the death, legal incapacity, bankmaptcy,

ACCO00082
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insolvency or dissolution of the undersigned to the extent that the undersigned
may legally contract for such survival;

{ii) ‘May be exercised by a facsimile signature of A. Brent
Payne or Micha¢l R. Olson, or by listing the undersigned and all other Members
for whiom action is being taken pursuant to like power of attarney next ta the
single signature of A. Brent Payne.or Michael R. Olson on an exhibit to any
document executed by A. Brent Payne or Michael R. Olson pursuant hereto;

(iii) Shall survive the delivery of an assignment by 2
Member of the whole or any portion of hig¢ or her Mémbership Interest; exoept that
where flie assignee thereof has been approved by the Managers for admission to
the Company as a substituted Member, the power of attomey shall survive the
delivery of such assignment far the sole purpose of enabling A. Brent Payne or
Michael R. Olson to execute, acknewledge and file any instrument necessary to
effect such substitution.

This.special
power of attarney does not supersede any part of the Operdting Agreemerit nor is it
to be used to deprive the nndersigned of any-of his or her rights. It is intended only
to provide a simplified system for execution of documents, If required, the
undersipned shall execote and deliver to the Manager, within five days after the
receipt of a request theréfor, such additional designations, powers of attomey or
other instruments s the Manager shall reasonably deem necessary for the
purposes of this pravision.

8. No Waiver. Notwithstanding any of the representations, wamranties,
acknowledgments or agreements made herein by the undersigned, the undersigned
does not herebiy or in any other manmer waive any rights granted to him under the
federal orstate securities laws.

9. Transfeinbility. The undersigned shall not transfer-or assign this
Agreement or any-of bis or her interests herein, and shall assign or transfer the
Interests acquired hereto only-in aceordancs with the Operating Agreemeént.

10. Revocation. The undersigned shall not cancel, terminate or revoke this
Agreement or any agreement of the undersigned made hereunder, This-Agreement
shall survive the death or disability of the updersigned except as provided below,

11. Temmination. If the Manager elects, in its sole discretion, not to
complete the Offering, then this Agreement shall be null and void and of no
further force and effect and no party shall have any rights against any other party
hercunder or under the Opératinig Agreeiment, and the Manaper as Escrow Agent

ACCDO00S3
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shall promptly return to the undersigned the funds, the Subscription Documents,

and this Agreement.

12. Miscellaneous.

(d) .All notices ar other commupications given or made herennder
shall be in writing and shall be delivered or mailed by registered or certified mail,
return receipt requested, postage prepaid, to the Manager, Stecple Rock Funding,
LLC, 670'E. Encinas Avenue, Gilbert, Arizona, 85234.

{b) Notwithstanding the plate where this Agreement is executed
by any of the parties hereto, fhe perties expressly dgrée that all of the terms-and
provisions liéreof shall be construed in accordance with and govemed by the laws
of the State of Arizona.

{c) This Agreement constitutes the entire agreement between the:

parties hereto with respect to the.subject matter hereof, and may be amended enly
by a writing executed by &ll parties hereto.

ALL-SIGNATURES APPEAR ON THE FOLLOWING PAGE

ACC000084
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Granite Loan Fund

Subseription Agreement
SUBSCRIBER:
Dated: A
Signature of Subscriber
Dated:
' Signature of Subscriber
{sea mext page Tor subseribier information])
ACCEPTED ON BEHALF OF COMPANY BY:
Dated: By
' Signature on behal{ of Manager
Printed Name

All checks should be made payable ta:

Granite Loan Fund, LLC
670 E. Envinas Avenue-
Gilbert, AZ 85234

ACCO00085
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Granite Loan Pund, LLC
Subscription Agreerent:

Please print or type:

Subscriber’s Name(s):

Principal Residence/Busingss Address:
(Number and Street)

{City) (State){Zip Code)

Social Security/Tax ID Number(s):

Name(s) and Address(es)
of Purcheser Representative(s), if any:

ACGC000096
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GENERAL ACKNOWLEDGMENT

(for use by all individual subscribérs)
STATE OF )
Jss.,
COUNTY of ).
On thig day of 20, beforeme, a
notary public in and for the foregoing jurisdjction, personally appeared
who regide(s) at’

to e known and known to me to be the-person(s) who executed the foregoing
instrument, and he (they) acknowledged t6 me that the saine was executed by him
{them) individually, that the stiternents made therein are true to the best of his or
her (their) knowledge, information and helief, 4nd that such execution constitutes
his or her (their) own free act and deed.

IN WITNESS WHEREOQF, 1 have hereunto sef my band and affixed my
afficial seal on the day, month and year first dbove written.

Notary Public

My Commisgion Expires:

ACCOou0S7?
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ENTITY ACKNOWLEDGMENT

STATE OF )
_ Jss.
COUNTY of )
On this day of +20 , before mg, a.notary
public in and for the foregoing jurisdiction, personally appeared
, Who reside(s) at
to me known and known te me to be the person(s) who excouted the foregoing
instrument, and known by me to be the of

3 a —_—
and he or she acknowledged to me. that the same was executed by him or her in
such capacity pursuant fo authority, given by the appropriate authority of such
entity, that the statements made therein are irué to the best of his or her
knowledge, information and belief, and that stich execution constittes his or her
own free act and deed.

IN WITNESS WHEREOF, I have herennto set my hand and affixed my
official seal on the day, month and year first above written.

‘Notary Public

My Comsmission Expires:

ACC000098
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§ ROSHKA DEWULF & PATTEN, PLC
§ ATTORNEYS AT LAW

i ONE ARIZONA CENTER

% 400 EAST VAN BUREN STREET

! SUITE 800

§ PHOENIX, ARIZONA 85004

§{ TELEPHONE NO 602-256-6100

! FACSIMILE 602-256-6800

March 4, 2011

Mr. Michael Dailey

Securities Division

Arizona Corporation Commission
1300 West Washington

Phoenix, Arizona 85007

Dear Mr. Dailey:

Enclosed is a motion we filed requesting the Administrative Law Judge (“ALJ”)
order the deposition of Special Investigator C.J. Hanselman. We have sought your
agreement to make Mr. Hanselman available for deposition on several occasions, and
since you have not agreed, we were left with no choice but to seek the ALJ’s
intervention.

In addition to providing you with notice of our pending motion, we also write to
request the production of documents. While you already provided us with the
communications between Mr. Hanselman and Respondents, such documents were
redacted. We also believe there are additional materials that you possess that are relevant
to the allegations in the Temporary Cease and Desist (“TC&D”). Please let us know if
you will produce these documents, and whether you will produce them unredacted. If
not, we will file a motion to compel seeking an order requiring you to provide the
requested information pursuant to A.A.C. R14-3-109(0).

Please provide the following information and documents by March 21, 2011.
Unless otherwise noted, the requests are limited to the time frame of August 1, 2010 to
present. Further, the term “Division” is defined as the Securities Division of the Arizona
Corporation Commission and includes yourself, Special Investigator C.J. Hanselman,
Matthew Neubert, Julie Coleman, Bill Black, Veronica Sandoval and any other employee
of the Securities Division that was involved with or assisted in the preparation of the
TC&D.

1. All documents the Division received relating to or referencing Granite Loan
Fund, LLC; Steeple Rock Funding, LLC; Arthur Brent Payne; and Michael
Richard Olson.
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All subpoenas the Division issued to any person or entity that relate to or
reference Granite Loan Fund, LLC; Steeple Rock Funding, LLC; Arthur Brent
Payne; and Michael Richard Olson. Respondents exclude from this request
subpoenas issued to Granite Loan Fund, LLC; Steeple Rock Funding, LLC;
Arthur Brent Payne; and/or Michael Richard Olson.

All documents the Division received in response to the subpoenas referenced
in Request # 2 above.

Any testimony the Division took that relates to or references Granite Loan
Fund, LLC; Steeple Rock Funding, LLC; Arthur Brent Payne; and Michael
Richard Olson.

All documents that support the Division’s decision to issue the Temporary
Order to Cease and Desist and Notice of Opportunity for Hearing in Docket
No. S-20772A-10-0489.

All communications between the Division and the person identified as “The
Second Potential Arizona Investor” in paragraphs 30-32 of the Temporary
Order to Cease and Desist and Notice of Opportunity for Hearing in Docket
No. S-20772A-10-0489.

All documents the Division received from the person identified as “The
Second Potential Arizona Investor” in paragraphs 30-32 of the Temporary
Order to Cease and Desist and Notice of Opportunity for Hearing in Docket
No. S-20772A-10-0489.

For all computers at the Division or in the possession and/or control of the
Division’s employees with access to the Internet: the website history showing
each  instance/occurrence  anyone from the ACC  accessed
www.steeplerockfunding.com, including but not limited to the “about us,”
“contact us,” “loan program,” “loan process,” or “Granite Loan Fund” pages
accessible from the home page, whether by typing in the website address
directly or searching for it through a search engine.

For all computers at the Division or in the possession and/or control of the
Division’s employees with access to the Internet: the search history (i.e.,
google, yahoo, bing, or other search engines) for the term “Steeple Rock
Funding.”
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10.  For all computers at the Division or in the possession and/or control of the
Division’s employees with access to the Internet: the search history (i.e.,
google, yahoo, bing, or other search engines) for the term “Granite Loan
Fund.”
11.  The website history and internet search history for any computer or Internet-

connected device (including, but not limited to, a cellular phone or smart
phone device (i.e., Blackberry, iPhone, Droid, etc.) used by Investigator C.J.
Hanselman from November 1-December 10, 2010, including but not limited
to any personal or work computer in which he sent and received emails at the
address cj.hansel@yahoo.com.

Please let us know if you have any questions. Thank you for your cooperation.
Yours truly, @@\J

Jennifer A. Baker
For the Firm

JAB:mi
Enclosure

CC:

Brent Payne
Michael Olson


mailto:hansel@,vahoo.com
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CocHRAN Law FirMm, P.C.

A ProrFessioNAL CORPORATION

ATTORNEYS AT Law TELEPHONE
(6802) 252-5300

FACSIMILE

SUITE 118 (602) 952-7010

2929 E. CAMELBACK ROAD
PHOENIX. ARIZONA 85016

December 17, 2010

Ms. Julie Coleman

Chief Counsel of Enforcement
Securities Division

Arizona Corporation Commission
1300 W. Washington, Third Floor
Phoenix, AZ 85007

HAND DELIVERED

RE: Arthur Brent Payne et. ux. (“Payne”)
Michael R. Olson et. ux. (“Olson”)
Steeple Rock Funding LLC (“SRFEF”)
Granite Loan Fund I, LLC (“GLF”)

Dear Ms. Coleman:

This firm represents the individuals and entities referenced above with respect to
securities matters. We are in receipt of a copy of the Temporary Order to Cease and
Desist and Notice for Opportunity For Hearing under Docket #5-20772A-10-0489 (the
Temporary Order”, together with Subpoena Duces Tecum under File #8219 (the
“Subpoena”) which were personally served on my clients by representatives of the
Arizona Corporation Commission at approximately 9:30 AM, Tuesday, December 14,
2010.

Attached is a copy of our Request for Hearing pursuant to A.R.S. §44-1972 and
A.A.C. Rule 14-4-307. However, I hope that the matter will not need to go through a
hearing, as we believe that the respondents have properly complied with the private
offering under Arizona and Federal securities laws and, therefore, they have not, pursuant
to the terms and conditions of the allegations, violated A.R.S. §44-1841 and A.R.S. §44-
1842 as outlined below. Hopefully, after you have reviewed the materials attached with
this letter and the contents of this letter and the law cited herein, you will come to the
conclusion that this is a proper private offering and that there have been no violations of
the rules.

The Temporary Order To Cease and Desist and Notice of Opportunity For
Hearing alleges violations of A.R.S. §44-1841 and A.R.S. §44-1844 (sales of
unregistered securities), and A.R.S. §44-1842 (sales of securities by an unregistered
dealer or salesman). However, this attempted transaction by my clients is exempt
pursuant to A.R.S. §44-1844 that creates exempt transactions as follows:
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“A. Except as provided in subsections B and C of this section, §§ 44-1841 and
44-1842, § 44-1843.02, and subsections B and C and §§ 44-3321 and §§ 44-3325
to not apply to any of the following classes of transactions:

1. Transactions by an issuer not involving any public offering.”

The offering, is clearly within the parameters of the Arizona rules and Regulation
D of the Federal Securities statutes for a private offering. In compliance with those
rules, the target investors were only accredited investors and the offering was limited
solely to accredited investors as outlined in the terms and conditions of the offering and
materials. A copy of those materials is attached hereto for your convenience, although
they are referenced in your petition. The offering was made solely by employees,
officers and directors of the company and is, therefore, exempt from A.R.S. §44-1842
pursuant to Rule R-14-4-139B and Rule14-4-140B. At this point in time, as outlined in
the attached affidavits, there have been no sales or subscriptions of these securities to
date. My clients fully intended to comply with the requirements under the Federal
Securities Reg D to provide a notice to the Arizona Corporation Commission and the
SEC pursuant to rule 503 of the Regulation D within fifteen calendar days after the first
sale of the securities in a private offering. To date, no such sales have taken place and the
form has not been filed, but will be on a timely basis moving forward.

As outlined in the offering materials, the securities will only be sold to qualified
purchasers (accredited investors) or persons that the issuer reasonably believes, after
inquiry, to be qualified purchasers based upon the certifications in the subscription
agreement. Steps have been and will be taken to make sure that only qualified purchasers
are included in the pool.

The rules provide that a general announcement may be made pursuant to R14-4-
139H. The website referred to in your complaint contains a form of this general
announcement and has only information that would be allowed in the general
announcement pursuant to such rule. A copy of that web page is attached hereto. It
contains all of the requirements of subsection H and limited inquiries solely to qualified
accredited investors. To date, there has only been one inquiry on the web site, which is
outlined in the attached affidavit, and apparently was made by the representative from
the Arizona Securities Division of the Corporation Commission, and the materials were
only delivered after that party represented in writing that he was an accredited investor.
The materials themselves provide that no sale of the securities will be made other than to
an accredited investor, and the investor must provide adequate information to form the
basis of the decision for the issuers to have a reasonable belief that any investor is a
qualified purchaser.

There has been no general telephone solicitation, no general advertising in any
newspapers, and no blind telephone calls.

The issuers did make offering mailings to certain parties of whom they had done
due diligence and investigation to determine that they were registered investment
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advisors who operate on a fee-only basis and whose clientele would reasonably be
expected to meet the criteria of accredited investors, and that solicitation was only done
after investigation and determination that the investment advisors were qualified as
registered investment advisors. In response to the Subpoena, a list of all mailings to
qualified investment advisors is attached hereto.

Therefore, we believe that a thorough analysis of this matter will clearly show that
this was intended to be and, in fact, has been carried out as an exempt private offering
under the statutes, the rules of the Arizona Corporation Commission, and Regulation D of
the Securities and Exchange Commission. Hopefully you can review these materials and
we can get this matter resolved without moving to a formal hearing. Please contact me
immediately if we can provide you with any additional information. My clients are long-
time businessmen in this state and have worked diligently to make sure they are in
compliance with the rules of the Commission and would like to provide you with
whatever information is necessary to establish that they are in full compliance with the
private offering requirements for this limited offering.

i

) A
Slncerg_l.?;

/
L s
P Wi o
A A
Jetry L. Cochran
Por the Firm

JLC:sas
Enc.
cc: Matthew J. Neubert, Director, Securities Division,

Arizona Corporation Commission

C. J. Hanselman, Special Investigator, Securities Division,
Arizona Corporation Commission

A. Brent Payne

Michael R. Olson
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In re Arthur Brent Payne, et al., Docket No. S-20772A-10-0489 Page 1 of 2

Micheal Dailey

From: Paul Roshka [roshka@rdp-law.com]

Sent: Wednesday, March 02, 2011 2:29 PM

To: Micheal Dailey; Jennifer Baker

Cc: Joyce Goodwin; Clyde J. Hanselman

Subject: RE: In re Arthur Brent Payne, et al., Docket No. S-20772A-10-0489

Michael, I'm preparing for a deposition. I'll ask Jennifer to review this, but your refusal to make Mr. Hanselman available for a
deposition causes me to wonder why you think I would respond to this letter. Any thoughts?

Paul

Paul J. Roshka, Esq.

ROSHKA DeWULF & PATTEN, PLC
One Arizona Center

400 E. Van Buren Street, Suite 800
Phoenix, AZ 85004

Phone: 602-256-6100

Fax:. 602-256-6800

Email: roshka@rdp-law.com

For more information about Roshka DeWulf & Patten, please see our website at www.rdp-law.com.

This message and any of the attached documents contain information from the law firm of Roshka DeWulf & Patten, PLC and may be
confidential and/or privileged. If you are not the intended recipient, you may not read, copy, distribute or use this information and no privilege
has been waived by your inadvertent receipt. If you have received this transmission in error, please notify the sender by reply e-mail and then
delete this message. Thank you.

From: Micheal Dailey [mailto:MDailey@azcc.gov]

Sent: Wednesday, March 02, 2011 2:27 PM

To: Paul Roshka; Jennifer Baker

Cc: Joyce Goodwin; Clyde J. Hanselman

Subject: In re Arthur Brent Payne, et al., Docket No. S-20772A-10-0489
Paul & Jennifer:

Attached please find my letter requesting additional information and documents.

<<Dailey to Roshka re Request for Supplemental Production of Docs 3-2-11.doc.pdf>>
The original was sent today via certified mail.

Please provide your response to Special Investigator CJ Hanselman.
Thank you, and please give me a call if you have questions.

Sincerely,

3/18/2011
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